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FEDERAL STATISTICAL PROGRAMS

WEDNESDAY, JUNE 13, 1973

Coxgress oF THE UNITED STATES,
SUBCOMMITTEE ON PRIORITIES AND
EcoxoMy IN (GOVERNMENT OF THE
Jornt EcoNoyIc COMMITTEE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:10 a.m., in room
S-407, the Capitol Building, Hon. William Proxmire (chairman of
the subcommittee) presiding.

Present : Senator Proxmire and Representative Conable.

Also present : Loughlin F. McHugh, senior economist; William A.
Cox and Courtenay M. Slater, professional staff members, Leslie J.
Bander, minority economist; George D. Krumbhaar, Jr., minority
counsel ; and Walter B. Laessig, minority counsel.

OreNING STATEMENT OF CHATRMAN PrOXMIRE

Chairman Proxmme. We are beginning today a series of hearings
on the Federal statistical programs. The last major study made by
the Joint Economic Committee was over 7 years ago when the Sub-
committee on Economic Statistics, of which I was then chairman,
undertook the preparation of a compendium of papers written by out-
standing experts in the field. This was followed by 4 days of hearings
looking into the possibilities of a truly integrated system providing
genuinely comparable statistics consistent with and meshed into an
overall system of economic statistics including Federal, State, and
local governments.

In these first 2 days we shall stress overall organizational and ad-
ministrative aspects. The Bureau of the Census, which is the heart of
the Federal statistical program, was recently shifted into a new orga-
nizational structure, the Social and Economic Statistics Administra-
tion (SESA), which also includes the Bureau of Economic Analysis
(BEA), a relatively small organization, but one which is of critical
significance in measuring and evaluating current economic develop-
ments. We want to know what this new organization has been doing
to improve the flow of economic information. What are the advantages
and disadvantages? Is there a likelihood that the highly analytical
BEA will be swallowed up by the Census Bureau ?

More generally, this committee has been concerned that the produc-
tion and dissemination of economic information may be tainted by
political pressures. This concern was heightened over 2 vears ago
when the regular monthly press conferences held by the Bureau of
Labor Statistics were abruptly discontinued. These monthly briefings

(1)
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were conducted by professional civil servants explaining to the press
and public what was happening in labor markets. At the last briefing,
the technical expert disagreed with the Secretary of Labor who was
issuing a highly optimistic and misleading report on the unemploy-
ment situation. The coincidence of this development and the demotion
of the expert involved led us and the press to suspect an attempt by
political appointees to color economic information to their political
ain.

g Once more recent developments give rise to new fears. In particu-
lar, I refer to the nomination of Vincent Barabba to head the Census
Bureau and the appointment of Edward Failor as head of SESA.
Neither of these men has the professional background we consider to
be necessary. They were both active in the President’s last election
campaign. They are without any extensive professional Government
experience.

The appointments were made in the face of protest by responsible
spokesmen for professional economic and statistical organizations.
Two of these gentlemen are with us today—Mr. Duncan, representing
the American Statistical Association and the Federal Statistical Users
Conference, and Mr. Killingsworth who chaired a committee of the
Industrial Relations Research Association. Our third panelist,
Mr. Ruggles, is well known to this committee for several reasons, not
the least of which is that he is lucky enough to be the husband of Nancy
Ruggles. Indeed, Mr. Ruggles, I recall you testified at our 1967 hear-
ings looking into the Federal statistical programs.

I know all three of you are deeply concerned for the integrity of
Government economic information programs. We look forward to hear-
ing from you today.

Representative Conapre. Mr. Chairman, I would like to welcome the
witnesses today. I realize we will have a somewhat different story to-
morrow, and that tomorrow is probably time for considerable probing
of the motivations back of any changes that have occurred.

T would like to say that I sometimes think we are very conservative
in Government and have a tendency to crv out every time there is a
change of any sort. I can recall this committee having been critical
of the personnel that served earlier in many of these roles for their
subservience or their political orientation as well. So I think we can’t
assume that change automatically means downgrading of the process.

I personally would like to get some evidence at some point that the
Government is reviewing and challenging the statistical input that is
made available to us. I have the feeling that statistics, as it is viewed
by the Government, is altogether too static an exercise, that we have a
rapidly changing society and that the content of our statistics should
be constantly tested and subject to revision to an extent that still per-
mits, of course, some comparative study so we know where we are
headed.

This is a major concern of mine in the statistical field largely be-
cause I do have the impression that once we establish a procedure, it
tends to go on regardless of the facts and frequently without adding
the additional factors that can make statistical study more illuminat-
ing than it otherwise would be.
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1 guess what I am saying is that we shouldn’t assume that change
automatically is a deterioration. It can be a deterioration. It can also
be an improvement, and in that spirit I hope we will look at any
changes either in personnel or in policy in a light that will permit
us to understand exactly what is happening rather than creating any
inferences that it automatically is the result of political intrusion into
a scientific field.

Chairman Prox»nre. Before I call on you gentlemen, I would like
to thank Congressman Conable for that statement. I think it is a very
welcome statement, a good balance to what I said. I would like to
support everything he says. There is a tendency for us to be too static
and too conservative about our statistics and fail to recognize in a
changing world, changing economy, with almost an exploﬁing tech-
nology, that it 1s necessary for us to change our policies, to change
our statistical coverage, and obviously to change the personnel, too,
and I want once again to emphasize that I certainly welcome changes.
What I tried to stress in my opening statement is that we should have
people in positions of authority and responsibility that are as well
qualified as possible.

Representative ConasLe. I don’t disagree with that.

Chairman Proxmizre. I think the President made some fine appoint-
ments in other areas. Just the other day before the Banking Com-
mittee there were seven nominees for offices and every one was a to
grade official who had solid experience and was professionally qualifie
without any question. It is that kind of thing I welcome, ;llthough
I concede there are times when you need people who are perhaps
broader-gaged.

Representative ConapLE. I think it is tremendously important that
we test change as well as statistical content in this field because this
is the yardstick with which we measure so much and I think it entirely
appropriate for this subcommittee to look into the changing scene
here to be sure we understand where we are headed and to give, if
possible, a greater understanding of the weight to be given to Govern-
ment statistics in all the various measurements that are going to be
made over the next 314 years.

Chairman Proxmire. Just one other point. We are all aware now
of the universal concern about inflation and, of course, we measure
inflation on the basis of Government statistics of all kinds. As those
statistics come out, they can have a profound economic, political,
social effect, very profound. It is of the greatest importance that these
statistics be accurate, reliable. In addition to that, I am confident—
I don’t know if you gentlemen share my complete confidence that these
have been accurate and reliable—that there be no color, no beginning
question or doubt in the public’s mind that these figures are completely
accurate. I want to get into that in the course of questioning.

Well, can we start off, then, with Mr. Duncan and then we will
proceed right across the line. We would appreciate it, gentlemen,
now that we have taken so much time, if you would abbreviate your
prepared statements as much as you can, perhaps 10 minutes if possible
each, and whatever you cannot cover, your prepared statements will
be printed in full in the record and then we can proceed to the
colloquy. :
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STATEMENT OF JOSEPH W. DUNCAN, CHAIRMAN, JOINT AMERICAN
STATISTICAL ASSOCIATION-FEDERAL STATISTICS USERS’ CON-
FERENCE COMMITTEE

Mr. Duncan. Thank you.

Gentlemen, I am honored to appear on this panel of users of
Federal statistics as a result of my capacity as chairman of a joint
committee appointed by the American Statistical Association and the
Federal Statistics Users’ Conference. Qur committee prepared a
report ! entitled “Maintaining the Professional Integrity of Federal
Statistics,” which was published in the April 1973 1ssue of the
American Statistician, a publication of the American Statistical
Association, However, I should emphasize that the committee’s report
had its origin in late 1971 when the Federal Statistics Users’ Confer-
ence Board of Trustees appointed a subcommittee to obtain further
details and information concerning the personnel reassignments and
reorganization of Federal statistical agencies. In early 1972, the presi-
dent of the American Statistical Association, William H. Shaw, was
authorized by the ASA Board of Directors to appoint representatives
of that association to a joint ASA-FSUC Committee on the Integrity
of Federal Statistics.

The joint committee was one of several activities reflecting public
concern about the extension of political control over professional
statistical agencies. One example of the public concern was the set of
hearings conducted by the Joint Economic Committee following the
Bureau of Labor Statistics cancellation of press conferences concerning
unemployment and employment data (the cancellation occurred on
March 19,1971).

Further, the Subcommittee on Census and Statistics of the House
Committee on Post Office and Civil Service issued a report on Octo-
ber 5, 1972, entitled “Investigation of Possible Politicization of the
Federal Statistical Programs”—a report which concluded that there
was no evidence to support the charge of politicization. It is im-
portant to note that the joint AS-AFSUC committee specifically
decided not to focus on specific charges or allegations since other
reports, some of which you’ll hear about today, have covered this
ground and, importantly, since it is clearly difficult to prove misuse of
political power in such specific instances—a point which was basically
the reason underlined by the report of the House Subcommittee on
Census. Rather, the ASA-FSUC committee attempted to establish
basic principles which, if followed, would help allay fears of political
influence in the Federal statistical system, a thrust which I think is
totally consistent with your introductory remarks today.

The committee believes that the Federal statistical system must
include several basic ingredients:

(1) The statistics themselves must be accurate, consistent and
timely.

(2)y The public must have confidence in the statistics which are
generated and in the professional ability of the people who produce
them.

(8) Statistical programs must be continually revised and improved
to reflect new characteristics of the subjects being measured and to

1 See report, beginning on p. 6.
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embrace new subjects as national priorities change, also in line with
the introductory comments which both of you gentlemen made.

(4) Technical measures of reliability and sensitivity should be avail-
able to define the uncertainties and limitations associated with specific
series.

These principles are discussed at length in our report* which I am
including in the record of this proceeding today, but rather than go
into all of those, I would like to highlight the second criterion relat-
ing to public confidence in the Federal statistical system.

In the committee’s judgment, a key factor in assuring public con-
fidence in the Federal statistical system is the professional statis-
ticians’ evaluation of the quality of the effort by such agencies. Hence,
the committee made several recommendations to assure that profes-
sional or peer group confidence was maintained. Our recommendations
in this area included :

(1) Heads of statistical agencies should be career professionals of
demonstrated competence and who are free of political influence.

(2) The heads of major statistical agencies should have direct con-
trol of such functions as appointments of personnel, budget priority
setting, program planning, and publications within those statistical
agencies.

(3) The release of data should stress the professional statistical
production agency as the source rather than simply say this data was
produced by the Department of Commerce, for example.

(4) Guidelines should be established to guarantee the selection and
rotation of memberships on technical advisory committees without re-
gard for political affiliation and with a number of specific appoint-
ments from appropriate professional organizations.

In addition to these specific recommendations which are focused on
the difficult problem of determining specifically those ingredients
which will assure public confidence in the statistical system, the com-
mittee feels that it is essential that the public understand and appre-
ciate the accuracy of basic statistics. If this is not done, the value and
usefulness of accurate statistics will be seriously undermined.

When the professional statisticians, biologists, physical and social
scientists, et cetera, who utilize the data have confidence in the statisti-
cal system and in the accuracy of the data, it is more likely that the
general public would accept this professional judgment as the basis for
placing their confidence in the resulting statistics. Therefore, profes-
sional ability of all agency staff members involved in the collection,
compilation, and analysis of Federal statistics is crucial to the develop-
ment and maintenance of strong peer group confidence in the system.
As a suggestion to aid in this particular area, the committee provided
recommendations concerning specific qualities to be identified for
screening potential appointees to head major Federal statistical agen-
cies including the Bureau of Census, the Administrator of the Social
and Economic Statistics Administration (SESA) and the Commis-
sioner of Labor Statistics. The committee’s specific suggestions were
that, as minimum, the candidates should meet most of the following
characteristics:

(1) Membership in a professional statistical association for at
least 5 years.

1 See report, beginning on p. 6.
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(2) Ability to make new contributions to knowledge in the field
of statistics or subject areas of the agency involved, as demonstrated,
for example, by professional publications.

(3) National recognition in the professional field. .

(4) Demonstrated professional achievement such as evidenced by
successful operation of major statistical projects, by promotions to
successively higher positions in a Federal statistical organization,
or working in a responsible statistical position in private industry,
education, nonprofit organizations or labor.

In conclusion, I would note that our report includes a basic state-
ment on the need for public confidence in Federal statistics. We have
included an appendix which reviews illustrative uses of statistics
in government, business, labor, and universities to_underscore the
importance of this. Qur report notes: “Nothing could undermine the
politician and implementation of his policy recommendations as
much as an accumulated and intense public distrust in the statistical
base for the decisions which the policymaker must inevitably make,
or in the ficures by which the results of these decisions are measured.
Unless definite action is taken to maintain public confidence in Fed-
eral statistics and in the system responsible for their production,
there will be growing tendencies to distrust leadership.”

This report was written, incidentally, last December. Hence, our
committee has attempted to set forth constructive guidelines and
suggestions to assure that effective statistical policy will be main-
tained and improved.

That concludes my statement. Thank you.

Chairman Proxnire. Thank you very much, Mr. Duncan.

[The report referred to in Mr. Duncan’s oral statement for the
record follows:]

[From the Ameriecan Statistician, April 1973, vol. 27, No. 2]
MAINTAINING THE PROFESSIONAL INTEGRITY OF FEDERAL STATISTICS

(A report of the American Statistical Association-Federal Statistics Users”
Conference Committee on the Integrity of Federal Statistics)

INTRODUCTION AND SUMMARY
Origin of committee

In late 1971, the Federal Statistics Users’ Conference Board of Trustees
appointed a Subcommittee to obtain further details and information concerning
the personnel reassignments and reorganization of Federal statistical agencies.
In early 1972, the President of the American Statistical Association was au-
thorized by the ASA Board of Directors to appoint representatives of that Asso-
ciation to a joint ASA-FSUC Committee on the Integrity of Federal Statistics
to draw up a statement reaffirming the need for a Federal statistical system
of unquestioned integrity and to develop recommendations concerning procedures
designed to protect the integrity of the Federal statistical system.

Growing concern

During the past two years the integrity of the Federal statistical system has
come into question. There is growing .concern that the Federal statistical
system may become politicized to the extent that political expediency may over-
ride the canons of professionalism and objectivity which have long characterized
major statistical agencies of the U.S. Government.

Accurate and reliable Federal Statistics are absolutely essential if the on-
going policy and planning needs of private and governmental users alike are to
be satisfied.! The critical role of the Federal statistical system—including all

1 Appendix A includes a discuscion of the needs for reliable statistics which are evident
in government, labor, industry, and universities.
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major statistical organizations which are involved in the collection, compila-
tion, analysis, and distribution of a wide range of indicators of the health and
well-being of the U.S. socioeconomic system—has been underscored during the
current struggle to reduce the rate of inflation and to reduce the level of un-
employment in the American economy. The Federal statistical system generates
a large number of annual, quarterly, monthly, and even weekly statistical in-
dices which relate to these problem areas which have center stage among current
domestic issues.

‘Wide public concern about the extension of political control over professional
statistical agencies was highlighted at the time of the Bureau of Labor Statistics’
cancellation of press conferences concerning unemployment and employment
data (March 19, 1971). These concerns were heightened as a result of several
major developments concerning the Federal statistical agencies. These other
developments included :

(1) Reassignment of personnel and reorganization of the Bureau of Labor
Statistics,’ especially those persons previously associated with the press con-
ferences which had been discontinued.

(2) A number of specific personnel shifts and several premature retirements
of top level statistical personnel in important statistical agencies, including the
U.S. Bureau of the Census.

(8) A reorganization of statistical agencies within the Commerce Department
which resulted in a merger of analytical and policy agencies, reducing sig-
nificantly the authority and power of the major operating statistical agency.

(4) Temporary discontinuance by the Bureau of Labor Statistics of the Urban
Employment Survey which, since 1969, had been providing labor force and other
information about residents in poverty areas in major metropolitan centers.®

These specific events were inevitably accompanied by charges and counter-
charges concerning the intent and desirability of the actions. For example, two
congressional committees investigated these developments.* Hearings were pub-
lished by the Joint Economic Committee. The Subcommittee on Census and
Statistics of the House Committee on Post Office and Civil Service issued a
report on October 5, 1972, entitled “Investigation of Possible Politicization of the
Federal Statistical Programs”.

Other professional associations have also expressed concern about this matter.
For example, the Industrial Relations Research Association (IRRA) which has
a particular interest in labor force statistics formed a committee chaired by
Professor Killingsworth, Michigan State University, to explore the specific
charges which related to the Bureau of Labor Statistics. Concerns have also
been expressed formally and informally by the members of the American Socio-
logical Association, the Population Association of America, American Economic
Association, The Hconometric Society, and the National Bureau of Economic
Research’s Conference on Research in Income and Wealth.

Approach Taken

In view of the wide-ranging interest in problems relating to the integrity of
the Federal statistical system, the ASA-FSUC Committee elected to review the
record generated by the Congressional hearings and investigations, the official
statements of responsible appointed officials, and to discuss informally with
selected government and nongovernment officials the appropriate policy and
administrative actions to be taken at this time to assure that public confidence
in Federal statistics will not be undermined.

In view of the importance of this issue, the Committee chose to conduct its
deliberations in a quiet, nonpolitical context with the hope of providing general
guidelines concerning effective policy in this area, purposely scheduling its
report for release following the National election. This report summarizes the
activities and conclusions reached by this Committee.

The Committee decided not to focus on specific charges or allegations since
other reports have covered this ground and, importantly, since it is clearly diffi-

2 A statement by the Secretary of Labor concerning the role of the Bureau of Lahor
Statistics and emphasizing that “the Bureau maintain, in the highest degree, scientific
independence and integrity” appears in The Statistical Reporter, Dec. 1972, pp. 91-92.

3 According to the Statistical Policy Division of OMB. during the period when the Cur-
rent Population Survey was being revised on _the basis of the 1970 Population Census, the
Urban Employment Survey was discontinued because the cost of continuing the Survey
seemed excessive relative to the value of the Survey. This discontinuance was recommended
by a technical committee composed of representatives from the various statistical agencies.

4 The public concern regarding these developments is further evidenced In a series of
news commentaries, letters to the editors, and editorials. A selected list of such articles is
available from the Committee Chairman.
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cult to prove misuse of political power in such specific instances. Rather, the
Conmmittee notes that, because of the number of actions which have given rise to
public concern, it is essential, at this time, to focus on both the importance of
Federal statistics for policy analysis and on identifying and recommending policy
for maintaining the integrity of the Federal statistical system in the future.
While most developments in and of themselves appear to have had a seemingly
plausible and acceptable rationale, their frequency of occurrence and conjunc-
ture in a relatively short time period (with all the disturbing implications falling
on the same side) have naturally raised suspicion and concern among a broad
and diversified body of users and professional statisticians. These events con-
‘tinued to occur during the period of the Committee’s deliberations.

Working Premise

Beginning with the basic judgment that the essential function of the Federal
statistical system is to provide the best possible measures of social. biological,
physical, and economic factors which are essential as the foundation for analysis,
policy formulation, and for the effective administration and evaluation of public
and private programs, the Committee believes that the system must include
several basic ingredients:

(1) The statisties themselves must be accurate, consistent, and timely.

(2) The public must have confidence in the statistics which are generated and
in the professional ability of the people who produce them.

(8) Statistical programs must be continually revised and improved to reflect
new characteristics of the subjects being measured and embrace new subjects
as national priorities change. These revisions must be undertaken on the basis of
sound statistical principles to assure that the refinements continually result in
more reliable and more sensitive statistical indicators.

(4) Technical measures of reliability and sensitivity should be available to
define the uncertainties and limitations associated with specific series. This
requires equal attention to be given to the gathering of basic statistical data and
to the compilation, adjustment, and presentation of the resulting analytical meas-
ures and statistical reports.

These characteristics are discussed in the body of this report.

Considerable attention has been given by the statistical profession to proce-
dures for improving the quality and character of specific statistical series. Re-
cently, a broad review of the production and use of statistics in the Federal
Government was completed by the President’s Commission on Federal Statistics.®
The Commission emphasized the need for developing a broad view in government
of the scope of statistical activities including specific attention to coordinating
statistical activities, eliminating obsolete programs, building public confidence in
data gathering, and improving the comparability of statistical series.

In contrast, little attention has been given to steps that have been taken, or
additional steps that need to be taken, to develop public confidence in the Federal
statistical system. or to identify policy measures which will ensure wide profes-
sional respect for a diverse, multifaceted statistical system. Nevertheless, this
Committee believes that there are certain principles which should be emphasized
at this time to provide an opportunity for maintaining and building public con-
fidence in the integrity of the Federal statistical system. These recommendations
have been developed to parallel the four conditions which are outlined in the
body of this report as the basis for building a credible statistical system.

Recommendations of the Commitiee

BRased upon the findings which are stated at the end of this report, the ASA~
FSUC Committee on the Integrity of Federal Statistics believes that there is
sufficient concern so that specific steps should be taken to allay fears concerning
the politicization of the Federal statistical system and to assure the maintenance
of high-level, professional statistical work. In light of the importance of such
concerns, the Committee urges immediate and careful consideration of the fol-
lowing recommendations. The recommendations are grouped in relation to the
conditions outlined above; the order of listing does not imply any priority.

Accurate, Consistent, and Timely Statistics. In order to assure that the Fed-
eral statistical system is capable of providing the best measures of social and
economic factors which are essential as the foundation for analysis, policy formu-
lation, and for the administration and evaluation of public and private programs,
it is essential that the statistics themselves, as collected and developed, be accu-

& The President’s Commission on Federal Statistics, Volumes I and IT, 1971.
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rate, consistent, and timely. As a policy recommendation for achieving this
objective the Committee recommends:

(1) The Statistical Policy Division of the Office of Management and Budget
should be encouraged in their efforts to broaden their directive (Circular No.
A-91, “Prompt Compilation and Release of Statistical Information”®) to apply
to all possible statistical series as a means of better assuring the timely flow of
statistics.

(2) The Statistical Policy Division should continue to be led by recognized
professional statisticians who have experience in both the Federal statistical
system and have established recognition as professional statisticians in their own
right. The Division should report to the top level of the Office of Management and
Budget.

(30) The Office of Management and Budget should encourage establishment
through a recognized professional agency—such as the National Academy of Sci-
ences, the American Statistical Association, etc.—of an ombudsman position
whose role is focused on receiving professional and lay criticisms of the Federal
statistical system.

The ombudsman role can be particularly significant in evaluating the con-
ceptual base of specific statistical programs. The conceptual base used for defining
a statistical series can be infiuential in relation to political interpretation of the
resulting data. Consequently, a high-level professional with resources to call upon
specialists, operating as an ombudsman for the professional community could
be an important contributor to assuring an independent point of view with regard
to critical statistical series,

Public Confidence in the Federal Statistical System. A key factor in assuring
public confidence in the Federal statistical system is the professional statistician’s
evaluation of the quality of the effort by such agencies. Hence, the Conunittee
makes the following recommendations concerning the organization and profes-
sionalization of Federal statistical work:

(1) Heads of statistical agencies should be in the career service, a practice
which has been and is now observed in all areas except for the Director of the
Bureau of the Census, Administrator of the Social and Economic Statistics Ad-
ministration (SESA), and the Commissioner of Labor Statistics.

The leadership of the government's statistical programs should be of demon-
strated professional competence and free of political influence.

The Committee recommends that specific qualities be identified for screening
potential appointees to head Federal statistical agencies. Our specific suggestions
are that as a minimum the candidates should meet most of the following charac-
teristics and be selected without regard for political affiliation :

(a) Membership in a professional statistical association such as—American
Statistical Association, Biometric Society, Institute of Mathematical Statisties,
and the Econometric Society—and membership in one other professional society
(American Economic Association, Population Association of America, National
Association of Business Economists, American Sociological Association, Indus-
trial Relations Association, ete.) for at least five recent years.

(b) Ability to make new contributions to knowledge in the field of statistics,
or subject matter areas of the agency involved, as evidenced by publication of
articles in professional journals, or awards by Federal statistical agencies.

(c) National recognition in the field of statistics as evidenced by honors, such
as a Fellow of ASA, member of ISI, high office in professional society or major
publication,

(d) Demonstrated professional achievement such as evidenced by successful
operation of major statistical projects, by promotions to successively higher posi-
tion in a Federal statistical organization or working in a responsible statistical
position in private industry, education, nonprofit, or labor.

(2) The heads of major statistical agencies should have direct control of such.
functions as appointments of personnel, budget priority setting, program plan-
ning, and publications.

A removal of these functions from the statistical bureau creates an unfortunate
reduction in the effectiveness of the professional statisticians, weakening the
Federal statistical system.

(3) In the release of the data, care should be taken to stress the professional
statistical production agency—not the department with overall policy responsibil-
ity. Initial rclease should be made by the production agency, ercept in cases
where one agency performs contraat services for another. This is particularly

8 Revision of A-91, dated April 26, 1972.
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truel where two individual agencies are created for separate production and
analysis.

Specifically, the production agency should be responsible for technical! ad-
justments to the data such as seasonal adjustments and determination of com-
parability with previous time series. This may mean a major upgrading of the
dedication and competence of the statistics-producing sections of agencies which
are basically regulatory or administrative.

(4) Because of the importance of technical advisory commitlees, guidelines
should be established to guarantece the selection and rotation of memberships on
such committees without regard for political affiliation and with a number of
specific appointments from appropriate professional organizations,

In particular, the Federal Advisory Committee Act (92nd Congress, HR 4383)
should be followed. Consistent with the intent of this Act, the present Committee
recommends that the membership of advisory committees to statistical agencies
include a number of appointments t¢ be made by’ recognized professional orga-
nizations such as the American Statistical Association, Industrial Relations
Research Association, Federal Statistics Users’ Conference, American Economic
Association, the National Association of Business Economists, the American
Sociological Association, ete. (This is consistent with the requirement that the
membership of advisory committees be fairly balanced in terms of the points of
view represented with specific attention to the professional point of view.)
Further, it is recommended by this Committee that the meeting dates for key
statistical agency advisory committees be published through professional society
publications in addition to announcement in the Federal Register. This will
create the opportunity for widespread professional input and recognition.

Statistical Programs Must be Revised and Improved. A sound Federal statis-
tical system requires adequate budget support and development. The Com-
mittee applauds the record of the past four years during which the statistical
budget has increased from $195 million to $313 million. Professional control of the
nature and priorities of improvements is especially important. Given the need to
improve the quality and character of specific statistical series, the Committee
urges continued consideration of the potential benefits in reliability and effective-
ness which can be achieved by appropriate increases in existing levels of support
for Federal statistical production and analysis.

Current economic policy is emphasizing the growing pressures on the Federal
budget and the consequent requirements for reductions in expenditures. This
Committee feels strongly that the benefit of a strong statistical system clearly
outweighs the costs which are currently associated with the Federal statistical
system.

Technical Measures of Reliability and Sensitivity. Adequate measures of relia-
bility and sensitivity should be developed for all principal statistical series where
feasible. Since the interpretation of statistics is primarily undertaken by non-
statisticians, it is essential that there be adequate access to technical advice
concerning the nature and limitations of individiual statistical series. To facili-
tate this development, the Committee makes the following recommendations:

(1) The policy of including the name of a senior professional statistician who
is responsible for and familiar with the date described in the news release
should be extended to all major statistical releases so that the designated pro-
fessional statistician can be contacted to explain the lUmitations of the data
presented.

Media representatives and others should be encouraged to call this individual
for access to professional information concerning the nature and limitations
of these series under discussion. Press conferences may be warranted if the
demands for explanation become burdensome.

(2) More provision should be made for professional, periodic evaluation of
important statistical series, such as that provided in the earlier President’s
Commitlee to Appraise Employment and Unemployment Stalistics, to provide
for regular evaluation of important statistical series.

A good example of such initiative is the recent progress by the Statistical
Policy Division of the Office of Management and Budget to create an advisory
committtee on the national accounts and the establishment of at least two
other similar committees which are being planned for Fiscal 1974. Such study
commissions, if adequately funded, can provide a wide range of professional

7 An alternative would be to submit a slate of nominees when the agency requires final
authority.
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judgment and will assure deeper understanding by the professional community
with respect to limitations and alternatives to existing statistical programs.

BACKGROUND AND REVIEW

The Need for Public Confidence in Federal Statistics

The public and private decisions which much be made daily in the conduct
of the nation’s business, commerce, and social welfare programs require increas-
ingly sophisticated analysis. This is possible only if the data base is available
and reliable. The formulation of economie, political, and other types of policy
will be haphazard and subject to more than the pormal margin of error if the
statistics which support policy decisions are not sufficiently accurate. While
it is true that timely and accurate statistics will not ensure wise solutions to
our problems, they are definitely essential to the process of identifying the
appropriate direction.

Reliable statistics increase many times our chances for success, especially as
they provide the basis for development of better theory and explanation of the
workings of socioeconomic processes. This is especially important, at present,
now that policymakers are relying so heavily on the use of this data system
in their effort to solve pressing social and economic problems. I8 is not an
exaggeration to say that the future direction of national policy could be at stake.

Nothing could undermine the politician and implementation of his policy
recommendations as much as an accumulated and intense public distrust in
the statistical basis for the decisions which the policy-maker must inevitably
make, or in the figures by which the results of these decisions are measured.
Unless definite action is taken to maintain public confidence in Federal sta-
tisties and in the system responsible for their production, there will be growing
tendencies to distrust leadership.

The statistical community, both generators and users, has long been con-
cerned with the integrity of the U.S. statistical system. For example, the Presi-
dent’s Committee to Appraise Employment and Unemployment Statistics com-
mented more than 10 years ago:

“The need to publish the information in a nonpolitical context cannot be
overemphasized. By and large this has been the case—the collection and re-
porting of the basic data have always been in the hands of technical experts.
Nevertheless, a sharper line should be drawn between the release of the sta-
tistics and their accompanying explanation and analysis, on the one hand, and
the more general type of policy-oriented comment which is a function of the
official responsible for policy making, on the other.” ®

As noted later in this report, recent directives regarding the regular schedul-
ing of releases regarding important economic indicators and the delay of at
least an hour for the issuance of policy interpretations have been in line with
the 1962 statement. It remains true that, as that report indicated more than a
decade ago, the importance of a credible statistical system caennot be overempha-
sized. Federal statistics play a vital role in effective decision-making by govern-
ment, business, labor, and universities, as outlined in Appendix A.

The President’s Commission to Appraise Employment and Unemployment is
only one example in the long history of commissions which have focused on
Federal statistical activities. A chronological review of 12 major commissions
on statistics, beginning with a House select committee in 1844, is contained in
the report by Paul Feldman® which was prepared for the President’s Commis-
sion on Federal Statisties and reported in 1971.

The Importance of High Technical Standards in the Federal Statistical Sys-
tem. Since both public and private decision-makers rely heavily upon the products
of the Federal statistical system, it is essential that continuing efforts be
undertaken to maintain high technical standards in relation to specific sta-
tistical programs. A lack of confidence in Federal statistics can result if unduly
large errors are evident in published data.

This Committee has not attempted to identify specific weaknesses in present
statistical programs, although it is evident that selected programs have been
the subject of controversy and technical concern. For example, when the Census

8 Measuring Employment and Unemployment, President’s Committee to Appraise Employ-
megnFt :}gd Unel;’lplc{ynyl’%nt .;tatilgtlcg. September, 1962, p. 20.
eldman, Paul, e President’s Commission on Federal Statistics, 1971, Volu 11,
Chapter 10, pp. 477-495. ’ me
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Bureau publishes data for extremely small areas, it makes data available for in-
tensive scrutiny by local experts who are able to identify errors that would have
been otherwise undetected. Some errors of this sort were found after both the
1960 and 1970 Census. It is regrettable that resources are not availabie for
making corrections in the reported small area data which are increasingly being
used as the basis for public and private policy planning. Or, to cite another ex-
ample, the recent revision of the Survey of Consumer Expenditures (and the
transfer of field responsibility from the Bureau of Labor Statisties to the Census
Bureau) has generated considerable discussion concerning the amount of test-
ing given to the new approach, the relative costs involved, and the expected re-
liability and usefulness of the final results.

Both of these examples illustrate the importance of using highly professional
procedures in the development of statistical systems and in the revision of col-
lection or analytical techniques. Problems in the implementation of new ap-
proaches are inevitable. However, a high level of professionalism is critical to
assure a minimum of such difficulties and to generate confidence that the diffi-
culties will be handled in a sound and professional manner. In short, statistics
have long been taken for granted—like the air we breathe. Recently, environ-
mentalists have focused attention on the need to protect the quality of the air
we breathe, Likewise, administrators are beginning to recognize the necessity
for maintaining the quality of statistics as the basis for sound governmental
decision-making.

Requisites of an Adequate Statistical System

The preceding sections have outlined the importance of a sound statistical
system which enjoys widespread public confidence. In this section we will turn
to the requirements for developing and maintaining a credible and adequate
statistical system. As indicated earlier, there are four essential ingredients ta
achieving this objective. These are briefly discussed below.

Accurate, Consistent, and Timely Statistics. In order for the public to have con-
fidence in the statistical system, it is essential that every effort be made to pro-
duce statistics which are accurate, consistent, and timely. It is difficult to meet
all three of these criteria with equal emphasis. For example, in an effort to be
timely it is often necessary to develop preliminary statistical indicators which
are then subject to significant revision when more information becomes available.
Likewise, significant problems occur when attempting to develop consistency in
statistics produced by agencies with differing purposes, diverse administrative
responsibilities, and uneven statistical capabilities.

Nevertheless, while these difficulties must be recognized. it is essential that
every effort be made to assure that all governmental statistical agencies strive
to meet the highest standards of (1) conceptual development, (2) statistical
sampling, (3) internal consistency, and (4) historical continuity.

Public Confidence in Federal Statistics. It is relatively easy to convene profes-
sional statisticians to evaluate sample design, historical records of reliability or
consistency, or to estimate significance in ranges of errors as tests of the criteria
identified in the previous section. In contrast, it is somewhat more difficult to de-
termine specifically those ingredients which will assure public confidence in the
statistical system. However, assuming that the basic statistics are accurate, it is
essential that the public understand and appreciate this accuracy or the value
and usefulness of accurate statistics will be seriously undermined.

The first step in developing public confidence is undoubtedly the development
of peer group confidence in the statistics. In other words, if the professional
statisticians, biologists, physical and social scientists, etc., who utilize the data
have confidence in the statistical system and in the accuracy of the data, it is
more likely that the general public will accept this professional judgment as the
basis for placing their confidence in the resulting statistics.

Peer group confidence begins with the appointment and advancement of highly
professional persons to key policy and program roles in Federal statistical agen-
cies. The professional ability of all agency staff members involved in the collec-
tion, compilation, and analysis of Federal statistics is crucial to the development
and maintenance of strong peer group confidence in the Federal statistical system.

In a second area, it should be noted that public confidence in the Federal statis-
tical system is strongly influenced by the actions of the press. Most members of
the working press cannot be expected to make professional interpretations of the
variety of statistical series which are produced by the Federal statistical system.
Therefore, it is essential that the press have available to it clear reports concern-
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ing important characteristies of specific statistical series and access to expert
counsel in the interpretation of those reports.

The third factor related to the public confidence in the Federal statistical
system is associated with political use and interpretation of the data. As noted
at the outset, a major concern of this Committee has been the exploration of ap-
proaches to reducing political influence on the statistical system. Public con-
fidence is influenced both by overt political pressure and by the appearance of
political pressures. It is the Committee’s position that every effort must be made
to reduce both political pressure and the appearance of political pressure if peer
group confidence is to be enhanced and if the general public’s confidence in the
Federal statistical system is to be maintained.

To jllustrate the dangers of political pressure on statistical decjsions, consider
the technical problem associated with assigning the cost of air pollution and emis-~
sion control equipment on automobiles as a component of the Consumer Price
Index. There was considerable debate whether to classify this equipment as a
quality improvement—consequently, not influencing the Consumer Price Index—
or as a cost increase which would be reflected in the Consumer Price Index.

A statistical decision on cost versus quality in automobile pricing has to be
made annually and in 1972 it had to be made during an election campaign. If
political considerations were to enter this statistical issue, it would be beneficial
to labor to include the emission control equipment as a cost increase, thereby
adding a ‘“‘cost-of-living” increase to the wages of millions of workers and,
perhaps, politically reflecting adversely on the success of controls in holding
down inflation.

Alternatively, political advocates who are concerned with demonstrating the
success of anti-inflationary policies would urge classification of this equipment
as a quality improvement, as would those interested in demonstrating the in-
creased productivity of labor and the greater output of the economy.

A technical committee of professional statisticians was convened to resolve
this statistical issue, and there is no evidence that political pressure was exer-
cised. However, the nature of this type of decision illustrates the importance
of producing technical statistical decisions which are above suspicion and
maintaining them in an arena which is independent from political pressure.
The cumulative effect of a series of political decisions concerning such techni-
cal details would be to destroy the effectiveness of the statistical measures as
well as to undermine public confidence in the data themselves. This illustration
reinforces the importance of professional judgment and decision-making as es-
sential elements in a quality statistical system.

In summary, while it is difficult to identify specifically actions that will
assure public confidence in the Federal statistical system, it is important to
foeus on (1) building peer group confidence in the statistical community by
emphasizing professionalism in statistical agencies, (2) improving the under-
standing of the working press by providing easy access to expert counsel, and
(3) minimizing even the appearance of political pressure or influence on the
statistical system by eliminating situations and events which arouse these
concerns.

Revision and Improvement of Statistical Programs. It is not sufficient to
maintain the status quo even if the available statistics are accurate, timely,
and consistent. The characteristics of the subjects being measured are subject
to continual change. Further, as national priorities change, new subjects must
be considered as the focus for Federal statistics.

It is essential that the statistical system include provision for developing
revisions and improvements which will encompass sound statistical principles.
As indicated earlier in the brief example concerning the Consumer Expenditure
Survey, revisions and refinements will inevitably create certain difficulties. It is
essential that the decisions to institute such refinements and revisions be based
on a firm expectation that more reliable and more sensitive statistical indicators
will result, and that revision or discontinuance of a series should not be initiated
simply because the available results had proved embarrassing or unresponsive
to specific administrative policies.

Each year a number of improvements in the Federal statistical system are
recommended and, frequently, adopted. This continunal upgrading of the system
must be encouraged and, where possible, accelerated. In relation to many other
Federal activities, the cost of the Federal statistical system is small. However,
with the current demands for budget stringencies, all areas are subject to
pressure for future reduction. In view of the importance of statistical programs

98-504—T73 2




14

as the basis for overall policy formulation, caution should be exercised when
pruning existing budgets or rejecting new programs which may be essential
in the development of public policy.

A professional statistical system requires both well-qualified leadership and
adequate budget support. It is recognized that there is a need for central
planning to insure proper balance among all areas of demand for improved
Federal statistical series. The Statistical Policy Division in the Office of Manage-
ment and Budget should be encouraged to continue development of statistical
policy which emphasizes these points. An outstanding beginning has been made
as evidenced by the growth in support of statistical programs from $194.6 mil-
lion in Fiscal 1970 to $312.6 million which has been requested for Fiscal 1974, an
increase of 61 percent. During this period, programs for economic statistics
increased from $126.3 million to $174.8 million, an increase of 38 percent, and
programs for social and demographic statistics increased from $68.3 million to
$137.8 million, a growth of 102 percent.

Adequate Technical Measures of Reliability and Sensitivity. The actual uti-
lization of statistics in decision-making can be significantly influenced by the
method of presentation and documentation as reflected in statistical reports. In
order to minimize the problems of misuse of statistical series, it is essential
that the available reports provide specific technical measures of the reliability
and sensitivity of the data at hand. While many users of statistical series do not
‘require full technical documentation of statistical procedures used in compila-
tion, adjustment, and analysis of the data, it is essential for those who have a
need or concern about these subjects that the basic reports include either indi-
cations of these techmnical factors or provide reference to source documents
where these procedures are defined in detail. :

The availability of this information is particularly important in distinguish-
ing between preliminary, revised, and final estimates for key statistical compo-
nents. If the available report does not clearly call attention to the character of
the data being reported, there is a danger that broad media dissemination of
the statistical measures will fail to reflect the limitations of the data themselves.
Over time, the failure to distinguish between preliminary and final estimates
tends to reduce public confidence in the statistical system by generating the ap-
pearance that frequent revisions were unanticipated when, in fact, they may be
part of the basic procedures used.

The four characteristics of an adequate statistical system which have been
discussed above serve as the framework for the following specific findings of
the Committee and the recommendations which were presented earlier.

Findings of the Committee

The causes for concern which led to the formation of this Committee have
been intensified during the past year, The primary finding of this Committee on
the Integrity of Federal Statistics is that while there is no evidence that statis-
tical results have been altered to support a particular point of view, there are
tendencies—through reduced span of authority of professional leadership, ap-
pointment of noncareer personnel, and current and proposed reorganizations——
to reduce or inhibit the independence of Federal statistical personnel. Therefore,
it is particularly unfortunate that a continuing sequence of events has created
broad concern regarding the professional integrity of the overall system, espe-
cially as a consequence of premature retirements of key professional staff mem-
bers who, in other respects, would be expected to offer more years of exceptional
service.

‘While the Committee has not elected to pursue specific allegations, it is clear
that the organizational structure—especially through current and pending re-
organizations—provides increasing opportunities to exert political influence on
the development and interpretation of statistical programs. Specifically:

(1) Agency appointments of noneareer personnel, especially those with strong
political affiliations rather than statistical credentials, can have an inhibiting
influence on the quality, independence, and objectivity of statistical work. A
further implication of such developments, in the longer term, will be a reduction
in morale and a reduced incentive of both young and mature professionals to
associate themselves with agencies which have overt political overtones. This
will result in a deterioration of the professional role of Federal statistical
agencies.

(2) The reorganization of statistical agencies undertaken in 1971 as the result
of a directive from the Office of Management and Budget was intended to reduce
the number of separate statistical agencies, to centralize production functions,
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and to separate the production of statisties from their use in the formulation
of policy. These goals would have widespread professional support. However,
the application of the directive in the Commerce Department led to the creation
of a complicated overlay for the Census Bureau and the former Office of Business
Economics, considerably downgrading the role and independence of the operating
agencies. In the new organization, the opportunities for influence by noncareer
officials for the selection of new programs, for the reduction of old programs,
and for other program changes have been substantially increased.

(8) Sinece, for about two years, target dates for the release of principal eco-
nomic indicators have now been published in advance, the discretionary author-
ity over the timing of these releases has been eliminated. The OMB directive
(Circular No. A-91, “Prompt Compilation and Release of Statistical Informa-
tion”), designed to assure that deadlines are established for the preparation and
release of statistical series, has not yet been implemented on an across-the-board
basis. Until the efforts now being made to this end in the Statistical Policy
Division are put into effect, it is still possible to withhold some reports from
preparatiton or to delay others for political purposes.

The Committee believes that specific steps should be taken to allay the grow-
ing fears concerning politicization of the Federal statistical system and to ensure
and maintain a high level of credible, professional, statistical work. In the light
of the importance of such concerns, the Committee urges that the recommenda-
tions listed earlier be promptly implemented and that such actions be properly
publicized.

ASA-FSUC COMMITTEE ON THE INTEGRITY OF FEDERAL STATISTICS

Joseph W. Duncan, Chairman, Battelle Memorial Institute.

Daniel H. Brill (ASA), Commercial Credit Company.

Bernard Clyman (FCUC). The Equitable Life Assurance Society of the United
States; Queens College, City University of New York.

A. Ross Eckler (ASA), Retried, (Formerly, Director, U.S. Bureau of the
Census).

Thomas A. Hannigan, Jr. (FSUC), International Brotherhood of Electrieal
Workers.

Robert E. Lewis (FSUC), First National City Bank, New York.

Robert 8. Schultz, III (ASA), New York State Council of Economic Advisers.

DeVer Sholes (ASA), Chicago Association of Commerce & Industry.

APPENDIX A

ILLUSTRATIVE USES OF STATISTICS IN GOVERNMENT, BUSINESS, LABOR, AND
UNIVERSITIES

These brief highlights concerning the role of statistics in governmental, indus-
trial, labor, and universities’ decision-making show the importance of selected
by statistical series. It should be noted, of course, that there are many special-
ized statistical series which are not mentioned below which have particularly sig-
nificant roles in areas where they are applied. There is no intent in this report
to evaluate the importance of any specific series.

The Role of Statistics in Government. The importance of the Federal statistical
system for policy-making and administratiton at the Federal, state, and local
governmental levels is well-known.

Almost every statistical program has its origin with legislative action which
in turn requires data collection in support of program planning, administration,
or evaluation. For example, the Decennial Census is mandated by a Constitutional
requirement to establish the number of representatives from geographical areas
throughout the nation.

The importance of maintaining public confidence in the output of our statistical
system can be illustrated by selecting a few examples of the multitude of appli-
cations of statistical data in the legislative and executive branches of government.
In many cases, the very organization of government itself is dependent upon sta-
tistical information. In addition to the apportionment requirement noted earlier,
the size of staffs of elected representatives depend directly upon information re-
garding the number of people in a state or in a Congressional district. At the state
and local levels, there are hundreds of provisions in various states where the
population level established by the latest Decennial Census is used as a basis for
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allocating funds, creating boards, granting licenses, establishing jurisdiction of
local officials, and setting salary levels.

Official statistical measurements are central to the development of legislative
programs by the Congress. The record of legislative hearings is typically filled
with statistical exhibits and there are literally innumerable references to spe-
cific items of data. Whether legislative policy is being determined, a new
program is being established, or the results of existing programs are being re-
viewed, the legislative uses of governmental statistics are both numerous and
extensive.

The range of data involved is impressive. For example, the development of
social programs such as those relating to Social Security, welfare, and aid to
specific classes of the population depends administratively on data concerning
employment, income, hours of work, dependency, and many related subjects. As
another example, policy-makers concerned with the problems of our environment
and the use of natural resources require data on existing resource availability and
utilization as the basis for defining available alternatives and appropriate pol-
icies. In this area the available data base must be used to provide estimates of
the growth in future uses of these resources, to prepare estimates of time re-
quired for resource depletion and to provide a basis for deciding upon quotas and
the allocation of supplies among competitive claimants.

In the regulatory area, the role of data as the basis for policy determination is
especially evident. Regulation in the fields of transportation, power, and communi-
cations—to cite three broad areas—based to a great extent upon statistical
information concerning the number and size of businesses involved, their capac-
ity, capital investment, and degree of penetration in the total market. If the
public were to lose confidence in the basic data which are used by regulatory
agencies, the very nature of regulation itself would be subject to distrust and
controversy.

To many observers of Federal policy-making, the continuing intervention of
the administrative agencies of the Federal government in the national economy is
perhaps the most evident interaction. The national income and wealth ac-
counts play a major role in establishing legislation and policy concerning prices,
wages, monetary trends, economic stabilization, and related topics. These data are
typically the basis for research and policy planning in the executive branch of
government and are continually used to evaluate results achieved by administra-
tive programs. Data concerning cost of living, unemployment levels, and capacity
utilization, provide the underpinning for national economiec policy including such
vital areas as budget formulation and fiscal administration, as well as the admin-
istration of specific programs.

The allocation of Federal and state funds depends directly upon a number of
statistical measures—including the size of the population as a whole or selected
classes of the population such as public assistance recipients. Data concerning in-
come levels, miles of highway, numbers of pupils. and other measures are pro-
vided for in a network of legislation enacted by the Congress and by state legis-
lators. Decisions at a variety of governmental levels relating to urban renewal,
public housing, recreational facilites, drainage and water supply, and health and
educational facilities of all kinds must be made in the light of full information
regarding the population and its characteristies.

These examples indicate that it would indeed be difficult to overestimate the
value of sound statistical information in the governmental structure of the
United States—a structure which has long been accustomed to making decisions
on the basis of facts. The ultimate test of programs depends upon objective
evaluation of the results achieved. For this purpose, reliable and continuing
social and economie statistics of unquestioned validity are essential. In addition,
there should be provided a body of administrative statistics for each major
program, properly planned and clearly presented so that agency officials, the
Congress, and the general public can judge the results that have been obtained
and can call for improvements when necessary.

The Role of Statistics in Business. In addition to the internally generated sta-
tistics unique to individual businesses, most corporations rely upon Federal data
for many of their critical decisions in areas such as businesses planning, market
research, financial administration, purchasing, and personnel administration.,

Corporate long-range planning frequently begins with analysis of national
income accounts and related data such as industry production levels as the basis
for establishing the broad market context for individual corporate operations.
In fact, many large corporations employ full-time economists whose primary
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function is analyzing national economic developments and determining their im-
pact upon the individual corporation.

Businessmen look to statisties to tell them how the economy in general is faring
as a guide in making long-range investment decisions or setting sales quotas for
the year ahead.  They want to get advance warning on cyclical turning points
and the amplitude and duration of expansions and contractions. But frequently
their needs are more precise. They want to know how each of their product
lines is faring relative to industry as a whole. They want to guage the growth
of individual markets as a gunide to inventory policy, plant and equipment ex-
penditures, and new product development. They want to assess Federal budget
deficits, monetary policy and interest rate trends as they may affect the financing
of their firms’ growth and investment. They rely on figures on prices, labor
markets, wages, and supplies of materials as guides to their current operations.

Market research departments in industry extensively utilize Federal data
concerning population characteristics and industry characteristics to determine
basic market trends and opportunities.

Financial departments in major corporations carefully evaluate basic mone-
tary trends as measured by the Federal Reserve System to determine current
and future financial developments which will influence the cost and availability
-of capital to the corporation.

Purchasing officers rely upon Federally produced statistics, such as commodity
price data of the Department of Agriculture and Labor and figures on shipments
and inventories from the Department of Commerce to determine availability and
cost of basic materials for manufacturing the firm’s produects.

Personnel departments rely upon local and national wage and income surveys
to determine appropriate salary and fringe benefit schedules.

Hence, it is evident that in nearly all facets of business and industry, basic
.decisions which are essential to effectvie operation of the corporation are made
on the basis of Federal data.

Additionally, the Federal statistical system is vital to the concerns of business
in many respects beyond their internal use of data for operations and planning.
‘The quality of the statistical base used in establishing regulatory policy, ad-
ministrative programs such as the New Economic Policy—Phases II and III,
.and the formulation of legislative guidelines (in vital areas such as pollution
standards, product quality, and import-export regulations) is crucial to business
leaders and decision-makers.

The Role of Statistics in Labor Negotiations. Federal statistics directly affect
the entire scope of industrial relations, including collective bargaining and
contract administration. Collective bargaining is a key element in the American
free enterprise system, and it could not be successfully carried on without reliable
Federal statistics acceptable to all interested parties—labor, management, and
the general public alike. Both parties at the bargaining table need objective in-
-sight and understanding into each other’s position. Also, they direct much of
their efforts toward convincing the general public of the equity of their own
positions as reflected in objective official statistics. In this often supercharged
.atmosphere, negotiations would quickly deteriorate into chaos if no reliable
.and acceptable statistics were available as the focus of discussion. The same
would be true of the day-to-day operations of contract administration.

Statistics of key importance for collective bargaining and contract adminis-
tration include wages by industry, region and state, and trends and industry
data relating to fringe benefits such as paid holidays, vacations, health insurance,
and pension benefits. Cost-of-living provisions based on the Consumer Price Index
affect the income of four million workers and pensions of two million retirees.
Business and labor groups use the Consumer Price Index to develop retirement
and health insurance programs, the government, to formulate social and eco-
nomic policies, and individuals, to check on their real earnings. The Pay Board
adopted consumer price indexes along with productivity indexes as the two
major criteria governing acceptable noninflationary wage increases.

Tabor market conditions and the amount of unemployment are matters of
primary interest to union and management negotiators as indicators of the
economic situation in given areas or localities. Statistics measuring the frequency
and severity of work injuries by industry are of great importance to labor and
management since they serve as the basis for specific insurance provisions and
new laws designed to protect workers from death and disabling injury. Any
lack of confidence in their accuracy or reliability by either of the parties con-
cerned would jeopardize this accepted approach to the settlement of conflicting
positions.
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The interest of labor in good statistics is not limited to their usefulness in labor
negotiations, however. Statistical information is vital in the formulation of much
legislation which either expands or restricts the basic rights of labor and man-
agement. Many far-reaching economic decisions made by government leaders,
such as establishing the Construction Industry Stabilization Council, plus the
imposition of wage and price controls, are based upon Federal statistics.

Twe Role of Statistics in Universities. Universities continually conduct re-
search designed to assist businesses, labor organizations, and government agen-
cies in making sound decisions of the kind illustrated above. In addition, uni-
versities use Federal statistics to test basic theories on which such decisions
are based and to search for more useful theories in & diverse range of topies in-
cluding all areas of social, biological, physical, and economic systems. Much of
this basic research is cooperative among government, business, and universities.
Clearly, we cannot develop true understanding of basic social and economic
processes unless our historical records are comprehensive and accurate.

Of equal importance, the entire education process depends upon the evaluation
and interpretation of basic data. If the student and/or teacher lacks confidence
in the information base, it is difficult for the educational endeavors to proceed.

Other Roles. There are many important uses for statisties which have not been
mentioned in the above sections.* The intent here is simply to illustrate the im-
portance of statistics in a wide range of sectors. For example, the discussion of
statistics in labor negotiations is only one example of the use of statistical series
by the labor movement. Many uses by other sectors could be emphasized in-
cluding use of crop reports and other agricultural statistics by individual farm-
ers and consumers, statistical analyses by state and local governments in
establishing governmental policy, and use of statistics by news media as an
underpinning for planning future program emphasis, reporting on current
problems. etc.

As noted in the introduction to this report, the discussion of the importance of
reliable statistics which are evident in government, labor, industry, and univer-
sities are highlighted above to demonstrate that accurate and credible Federal
statistics are: . . . absolutely essential if the ongoing policy and planning needs
of private and government users alike are to be satisfied.”

APPENDIX B
NOVEMBER 10, 1972

STATEMENT OF POLICY BY THE SECRETARY OF LABOR CONCERNING THE ROLE OF
THE BUREAU OF LABOR STATISTICS

In Order No. 49-69, dated November 25, 1969, the Secretary delegated author-
ity for labor statisties programs to the Commissioner of Labor Statisties. Tradi-
tionally, the Bureau of Labor Statistics, which the Commissioner heads, has had
a dual responsibility. One is to serve as the statistical and research arm of the
Department of Labor, supplying the Department and its program offices with
data important to their functioning. The other is to provide information to the
public on subjects concerning labor in the most general and comprehensive sense.
Both responsibilities require that the Bureau maintain, in the highest degree,
scientific independence and integrity. The second function, particularly, requires
that the public be confident that the Bureau does, in fact, possess these quali-
ties and that they will be preserved.

The purpose of this statement is to reaffirm the importance of the Bureau’s
scientific integrity, and to set forth certain guidelines that will help to preserve
it.

The decision-making process in producing statistics involves:

the allocation of BLS resources

the appointment of personnel and selection of advisory committees

the determination of appropriate statistical methods and operating procedures

the preservation of confidential records supplied by respondents to surveys

the preparation of technical analysis and interpretation of the data

the release of information to the publie.

The Commissioner’s decisions with regard to these matters must. of course.
follow the policy, budget and program objectives established by the Department

*The officlal report of The Presid~~#e Commission on Federal Btatistics includes a
lengthy discussion of various groups which are users of statistiecs—Volume I, pp. 77-102.
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of Labor. They must also conform to the statistical standards and policies estab-
lished by the Office of Management and Budget under the Federal Reports Act.
However, there shall be no decisions which are not in concert with the profes-
sional and technical expertise of the Bureau. Under these conditions scientific
independence will continue to be the hallmark of the Bureau of Labor Statistics.

A number of specific safeguards help to preserve this scientific independence.
Among them are the following :

1. Two active advisory councils are informed about and advise upon BLS
programs and decisions. They are the Business Research Advisory Council,
with representatives drawn from the business community, and the Labor Research
Advisory Council, with representatives from labor unions. The two councils
operate independently of one another, and both have numerous committees
concerned with every subject-matter area covered by the BLS.

2 A new Academic Advisory Council will be organized later this year, with
members from several professional organizations. This new group, consisting of
economists and statisticians in universities and research institutions, also will ad-
vise the BLS on its program and procedures.

3. In the release of principal economic indicators BLS follows guidelines
established by the Office of Management and Budget that help to assure the
objectivity of Federal statistics:

(a) Data are released by the principal statistical officer in charge of the
agency. This means that the Commissioner determines the date and hour of
release and approves the text of the release, and that the BLS is clearly identi-
fied as the source agency in the release.

(b) Data are released as promptly as possible, and always within two working
days after they have been compiled and checked.

(¢) The schedule of release dates is published in advance.

(d) In order to clearly separate the release of data from policy-oriented com-
mentary, no comments by a policy-making official are made until at least one
hour after the release of the data by the BLS.

4. The Secretary has delegated to the Commissioner full aunthority to set up
appropriate procedures and regulations to safeguard the confidentiality of the
reports made to BLS by respondents to its surveys. These regulations apply
throughout the Department as well as to other agencies or individuals within
or outside the government, and prevent the use of BLS data for other than
statistical purposes.

James D. Hodgson
Secretary of Labor
Source ; Statistical Reporter, December 1972, pages 91-92.

ArPENDIX C

LISTING OF SELECTED MEDIA ARTICLES CONCERNING INTEGRITY OF THE FEDERAL
STATISTICAL SYSTEM*

September 29, 1971—The Washington Post, “Nixon Ousting Labor Analysts”
by Frank C. Porter.

November 17, 1971—The New York Times, “Lawmaker Sees Census Politics” by
Jack Rosenthal.

February 25, 1972—Journal of Commerce, “A Staff Report— Does the Adminis-
tration Cloud Statistics on Business Activity ?”

August, 1972—Annual Meeting of the American Statistical Association Statistics
and Politics by Philip M. Hauser.

September 6, 1972—The Washington Post, article by Nick Katz, “Farm In-
come Knowingly Overstated by $1 billion”.

October 22, 1972—The New York Times, Washington Report Article by Eileen
Shanahan on interpretation of economic statistics.

November 5, 1972—The New York Times, Letter to the Editor from Harold C.
Passer discussing above article by Eileen Shanahan on his interpretation and
pronouncements during the recession in 1970. .

Nol‘gember 6, 1972—The Wall Street Journal, Review and Outlook—*“The BLS

uss.”

November 27, 1972—The Wall Street Journael, Letter to the Editor by Senator
Proxmire pointing out that the Joint Economic Committee had been holding
monthly employment data hearings since they were discontinued by BLS.

sBditorial comments have also irrluded political cartoons such as that in The New
Yorker’s issue of October 14, 1972, depicting the “Bureau of Rosy Statistics”.
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December 20, 1972—American Banker, Business Outlook by J. A. Livingston,
reports the surprise and astonishment of economists and statisticians at the
accepted resignation by Geoffrey H. Moore as Commaissioner of Labor Statistics.

January 29, 1973—The Wall Street Journal, front page news item noting resolu-
tion by the Industrial Relations Research Association.

AprPENDIX D

RESOLUTION BY THE INDUSTRIAL RELATIONS RESEARCH ASSOCIATION EXECUTIVE
BOARD

(December 29, 1972)

The Executive Board of the Industrial Relations Research Association, having
received and considered a report from its committee appointed to investigate
recent events concerning the U.8S. Bureau of Labor Statistics, resolves as follows :

1. that public confidence in the professional integrity and credibility of the
Bureau of Labor Statistics is essential, because the Bureau publishes data and
materials which are used regularly in the labor-management relations, busi-
ness contracts and economic forecasts ;

2. that the credibility of the Bureau of Labor Statistics has been impaired
by events of the last two years, including the termination of press conferences
by Bureau of Labor Statistics personnel and the subsequent reassignment of
key personnel in the Bureau ;

3. that the Board views with particular concern the acceptance of the requested
resignation of the Commissioner of Labor Statistics three months prior to the
expiration of his statutory term of office, because this termination under these
circumstances represents a sharp break with the long-established tradition that
this position has not been regarded as a political appointment ;

4. that it is most important, if further impairment of the credibility of the
Bureau of Labor Statisties is to be avoided, that the new Commissioner be a
person with the highest professional qualifications and objectivity ;

5. that it is desirable that the decision to discontinue press briefings by the
Bureau of Labor Statisties technical personnel should be carefully reconsidered ;

6. that nothing in this resolution should be construed to indicate that this
Association questions the integrity of the preparation of BLS figures.

To be signed by: Ben Aaron, President 1972, Douglas Soutar, President, 1973,
David Johnson, Secretary-Treasurer.

Source : Congressional Record, January 11, 1978, page S464

APPENDIX B

ExECUTIVE OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,
Washington, D.C., April 26, 1972.
Circular No. A-91, Revised.
To the heads of Executive Departments and establishments.
Subject : Prompt compilation and release of statistical information.

1. Purpose. The purpose of this Circular is to insure that the principal statis-
tical series which are issued by agencies to the public annually or more frequently
are released without unnecessary delay and that the publication dates for the
principal weekly, monthly and quarterly indicators are made publicly available
in advance. The prompt release of official statistics on a regular schedule is of
vital importance to the proper management of both private and public affairs.

2. Rescission. This Circular supersedes and rescinds Circular No. A-91, dated
February 12, 1969. It covers annual and semiannual series as well as those issued
more frequently. Also it reduces from quarterly to annually the reports required
by the Office of Management and Budget on the release of certain statistical
series having more limited use than the prinecipal indicators identified each month
in the OBM publication, Statistical Reporter.

3. Authority. This Circular is issued under the authority of Section 103 of the
Budget and Accounting Procedures Act of September 12, 1950 (31 1.8.C. 18b),
Executive Order 10253 of June 11, 1951, and Executive Order 11541 of July 1,
1970.
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4. Qoverage. The Circular applies to all statistical series issued by agencies to-
the public annually or more frequently, unless otherwise exempted by the OMB.

5. Objectives. It is the aim of this Circular to accomplish the following ob-
jectives:

(a) The shortest practicable interval should exist between the date or period
to which the data refer and the date when compilation is completed. Prompt
public release of the figures should be made after compilation. In the case of
principal indicators, the goal is to accomplish compilation and release to the
public within 20 working days. Within this period no more than two working
days should be allowed for the public release of data, unless other arrangements
are approved by the OMB.

(b) In the case of other series. more time can be allowed, but every effort
should be made to keep it to a minimum. Series requiring an inordinately long
time to compile should be reviewed to see what purpose they serve and whether
they should be discontinued or reduced in frequency (e.g., monthly series made
quarterly or annual).

(¢) Release dates for principal economic indicators will appear each month
in the OMB publication, Stetistical Reporter. Care should be taken in scheduling
these release dates so that they can be met. Unless directed otherwise by OMB,
figures which become available early should be released early.

(d) Initial release of statistical series should be made by the statistical
agency in a written report. A press release should be issued if it would signifi-
cantly speed up the release of the data to the public. There should be a one-hour
separation between the issuance of the release by the statistical agency and re-
lated commentary.

6. Responsibilities. Each agency is directed to review continually its practices
in releasing statistical series to the public and to take such action as may be nec-
essary to carry out the objectives of this Circular.

7. Reports and records. Each agency that publishes statistics subject to the
provisions of this Circular will submit reports to the OMB and maintain records
in accordance with instructions in the Attachment and in the formats of the
Exhibit.*

8. Inquiries. For any information concerning this Circular, please call the
Office of Management and Budget, Statistical Policy Division, telephone: code

103-4911 or 395—4911.
GEORGE P. SHULTZ, Director.

Chairman Proxmire. Proceed, Mr. Killingsworth.

STATEMENT OF CHARLES C. KILLINGSWORTH, PROFESSOR OF
ECONOMICS, MICHIGAN STATE UNIVERSITY

Mr. KmuinesworrH. I have submitted a prepared statement which
T will simply summarize for the hearing this morning. I believe that
this prepared statement follows on quite logically to the statement
that we have just had from Mr. Duncan, in the sense that the Indus-
trial Relations Research Association did reach the conclusion last
December that the credibility of the Bureau of Labor Statistics has
been impaired by the events that have occurred in the last 2 years.

As the chairman has mentioned, I was the chairman of a com-
mittee which undertook a factual investigation for the TRRA. We
did not concern ourselves as much with guidelines as did Mr. Duncan’s
committee. Rather, we tried to investigate the charges and counter-
charges and make some judgment as to the effects that the events
had had.

We considered among other things the cancellation of press briefings
which the chairman has mentioned. One point of some interest and
perhaps significance that our investigation uncovered was that the
decision to cancel these press briefings was not made within the Bureau
of Labor Statistics, nor was it made within the Department of Labor.

*Attachments available from the Office of Management and Budget upon request.
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This was a decision in the White House. It was an order that was
transmitted to the Secretary of Labor and announced by him.

We interviewed a number of reporters who had been attending the
press conferences and writing stories concerning the unemployment
and price statistics, and we discovered a rather strong feeling among
those reporters that the cancellation of these press briefings was a
serious mistake, particularly in view of this background of some
conflict between the professional evaluation of the numbers and the
statements that had been made in press conferences at the same time
by political figures. For example, on one occasion there was a conflict
between an evaluation of an unemployment rate change as “marginally
significant” by the technician, and a statement made by the political
representative that the change was “highly sienificant.”

The cancellation of press briefings was followed by another event
which received somewhat less attention but which may have been more
significant in this developing sequence of events. This was a press
release, not presented at a conference but simplv a handout prenared
by the Bureau of Labor Statistics in accordance with its usual policy,
concerning the unemployment rate change between Mayv and June of
1971. That release warned in fairly moderate tones that the drop of
six-tenths of a percentage point in the unemployment rate between
May and June had very possibly been overstated becaunse of some tech-
nical problems with the seasonal adijustment factors. The release
warned also that when the seasonal adjustment factors were revised
at the end of the year, as they always are, that change might well be
moderated, and the fact of the matter is that that is what happened.
The reported decrease in the unemployment rate was actually cut in
half, from six-tenths of a percentage point to three-tenths of a per-
centage point.

Nevertheless, this playing down of the significance of the change
angered the administration considerably. There were press reports
to that effect at the time and our investigation strongly confirmed
that there was very strong resentment of this handling of a decrease
in the unemployment rate.

I should add that although there was an apparent decline in the
unemployment rate, it went back up to the 6 percent level and re-
mained at that level for about a year after this event took place, so
that it(bi was not really a significant change in the sense of establishing
a trend.

However, it was only a relatively short time after this particular
development that a reorganization of the Bureau of Labor Statistics
was undertaken by Geoffrey Moore, the Commissioner of Labor Sta-
tistics, and this reorganization also involved the reassignment of two
key men who had been involved in the controversy over the press
briefings. One of those was Harold Goldstein, who had been conducting
the press briefings, and another was Peter Henle, who had written
a memorandum which had been rather widelvy circulated within the
Burean and within the administration protesting the decision to dis-
continue the press briefings.

Our committee discussed this reorganization and reassignment in
some detail with Commissioner Moore, who took full responsibility for
it. We were convinced that there were sound organizational reasons
not only for the reorganization but for the reassignment. We were also
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convinced, however, that the timing of this reassignment particularly
and the way in which it was handled in terms of the notification of
the individuals involved certainly had the effect of creating the impres-
sion within the Bureau that there was a causal relationship between
the cancellation of briefings, the displeasure of the administration with
the June release, and this reassignment of individuals. Commissioner
Moore was not willing to give us an unqualified assurance that the
reassignment of Harold Goldstein was completely unrelated to the
displeasure with his press briefings that had been expressed by the
Secretary and the White House. Commissioner Moore himself, I might
say, had previously expressed his own satisfaction with the way in
which Harold Goldstein had conducted these press briefings.

Then, some months later, in December 1972, came the eﬂg:ctive dis-
missal of Commissioner Moore himself. His resignation had been
requested along with the resignations of a number of other Presiden-
tial appointees in the administration and I think it is fair to say to his
considerable surprise the resignation was accepted in December.

This was an event that in some ways was quite unprecedented in
the history of the Bureau of Labor Statistics. Unlike many other Pres-
idential appointees, the Commissioner has a statutory 4-year term,
and Commissioner Moore’s term had another 3 months to go at the
time that he was in effect dismissed from his position.

No other Commissioner has ever been removed from office prior to
the expiration of this statutory term. Rather, the strong tradition has
been that the Commissioner is a nonpolitical official and most of them
have served quite lengthy periods.

Tt was the conclusion of my committee that this sequence of events
considered together did convey a fairly clear message to the personnel
of the Bureau of Labor Statistics. That message was, if you displease
the administration, you may lose your job.

It was our conclusion also that this is a highly unfortunate situa-
tion, because obviously these events were well known to the clientele of
the Bureau of Labor Statistics, and today I think it is fair to say that
many of the clientele read the releases and the articles and the studies
that are released from the Bureau of Labor Statistics, with a kind of
skepticism that one did not have 2 years ago, or 5 years ago, simply be-
cause of the awareness of this sitnation that has developed in which the
professional personnel of the Bureau of Labor Statistics have been
made aware that Civil Service may very well not protect them if they
state conclusions or even if they interpret figures in a way that is un-
acceptable to the political figures in the administration.

Now, we have no evidence, and I want to emphasize that we did not
conclude that there was any carefully thought out plot to achieve this
result. We don’t know that anyone sat down and said we will take step
1 and then 2 and 3 and we will achieve this result. It is entirely possible
that each of these decisions that I have mentioned was made independ-
ently, and perhaps without thought to the effect that was being created.

Nevertheless, I believe that it is accurate to say that we do have
this result of a feeling of insecurity in the Bureau of Labor Statistics.

There is one other caveat that I want to mention and that is that we
have no evidence that the figures that are being released by the Bureau
of Labor Statistics have been tampered with in any way, that the integ-
rity of the gathering and reporting of statistics has been affected by
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this development. However, it is my feeling that unless some steps are
taken to correct this impairment of credibility that has developed, we
may very well have a developing skepticism concerning the accuracy
and the reliability of the figures themselves.

Now, I also offer some suggestions as to steps that might be taken
to remedy this situation. One is the fairly obvious suggestion that we-
need a new Commissioner of Labor Statistics with the very highest
credentials. Obviously that is always desirable. It is particularly desir-
able in this situation in which there has been an impairment of
credibility.

We need a man not only of high professional qualifications, we need
a man of considerable independence, and he needs to take some steps to
reestablish the credibility of the Bureau. Under the circumstances that
have developed here, it is my feeling that one obvious and effective
step that a new Commissioner could take would be to reinstate these
press briefings.

I won’t try to go into the pro and con arguments concerning those
press briefings. It is my judgment that they can be conducted very sat-
isfactorily. The unemployment and price figures are I think by general
agreement the most important figures that are released by the Govern-
ment and a fairly strong case on the merits can be made for these
briefings, but under the circumstances a symbol of the independence
of the Bureau of Labor Statistics could be provided by the reinstate-
ment of these press briefings.

Then, and last, I recommend that a committee should be appointed
by the new Commissioner to examine the whole program of the Bureau
of Labor Statistics. As Congressman Conable indicated, many times:
programs get started and simply go on and on sometimes without too
careful consideration of how valid they are, or what real needs they
meet. I think there are some programs in the Bureau of Labor Sta-
tistics that could be discontinued without any great loss. There are
also some gaps in their statistical program.

I feel, and many other students of the labor market feel that it is
time for a very careful reexamination of the whole system of concepts
on which our labor market statistics rest. Some of these concepts go
back to an earlier period when the labor market was rather different
from what it is today, and I believe that we need a reexamination of
some of these concepts. Of course. the prerequisite for any examination
of that sort which is to be useful is independence, the williness to
pursue ideas wherever they may lead. I think that with this kind of
program, the credibility of the Bureau of Labor Statistics can be
reestablished.

Thank you.

Chairman Proxyrre. Thank vou, Mr. Killingsworth.

[The prepared statement of Mr. Killingsworth follows:]

PREPARED STATEMENT OF CHARLES C. KILLINGSWORTH

POLFTICS AND THE BUREAU OF LABOR STATISTICS

“The credibility of the Burean of Labor Statistics has been impaired by the
events of the last two years. . ..” This was the salient point of a resolution which
was adopted last December by the Executive Board of the Industrial Relations
ReSearch Association. (The full text of the resolution is attached as Exhibit A.)
The IRRA has a membership of approximately 8,000 persons, drawn from gov-
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ernment, labor, management, the universities and research organizations. The
Executive Board is structured to represent this diverse membership. The Decem-
ber resolution was adopted after the Board had heard a report from a special
committee which had been appointed to investigate “recent events” in the BLS.
Thé members of the committee were Professor Melvin W. Reder, City University
of New York; Dr. Harold L. Sheppard, Upjohn Institute, Washington; and
myself as chairman. The committee made an oral report to the Executive Board
in December. The purpose of this statement is to restate the factual findings
which were the heart of that report. In addition, I will present my own views
concerning the impact of these recent developments on the Bureau of Labor
Statisties, and I will offer some suggestions for remedying the present unsatis-
factory situation.
I

The principal “events” with which the IRRA committee concerned itself were
three in number. They were as follows :

(1) The termination of press briefings by BLS technical personnel which, for
many years, had been held monthly in conjunction with the announcement
of the consumer price index and the unemployment rate. This occurred in
March, 1971.

(2) The reorganization of BLS and the reassignment of two top-level career
men: Harold Goldstein, who had previously conducted the press briefings; and
Peter Henle, who had written a memorandum protesting the termination of
the briefings. This occurred in September, 1971, Both men left the BLS shortly
-after this event.

(8) The acceptance of the previously-requested resignation of Geoffrey H.
Moore, the Commissioner of Labor Statistics. some three months prior to the
expiration of his statutory terms of office. This occurred in December, 1972,
‘Some background information is essential in order to understand fully the
impact of each of these developments on the Bureau and on its clientele.

Termination of Press Briefings. Repeatedly during late 1970 and early 1971,
the press had highlighted real or apparent conflicts between the statements of
BLS technical staff and political figures of the Administration—usually the
Secretary of Labor or the Chairman of the Council of Economic Advisors—con-
cerning the newly-announced price or unemployment statistics. The conflicts
were especially frequent with regard to the unemployment figures. Once. for
example, the BLS spokesman called the unemployment figures “sort of mixed.”
while the Secretary of Labor called them “heartening.” On another occasion,
the BLS technician said that a decline in the unemployment rate was “margin-
ally significant,” while the Secretary said that it was “highly significant.”

The BLS press briefings long antedated the present Administration. With only
bhrief interruptions. they had been held for many decades. The Nixon Admin-
istration had raised the question prior to 1971 whether they should be discon-
tinued. and the unanimous reaction of the senior staff of the BL.S had been that
they should be continued. Commissioner Moore snggested publicly after the event
that no recommendation for termination had been forwarded from the BLS.
The decision to terminate was announced by the then Secretary of Labor. James
D. Hodgson. However, the investigation of the IRRA committee established that
the decition was actually made in the White House and that an order to that
effect was then sent down the line to Secretary Hodgson. :

A lively controversy developed over this decision. Administration spokesmen
offered a number of reasons for the termination. No other statistical agency in
the federal government held such briefings; the BLS technicians were always
being exposed to questions from the press with policy implications: and the
termination of the briefing sessions had been recommended by the President’s
Committee to Appraise Employment and Unemployment Statistics (the Gordon
Committee) in its report in 1962. These were among the most-frequently used
arguments in various forums. They were far from unanswerable. By general
agreement, the unemployment rate and the consumer price index are the two
most important numbers developed by the federal government. No other numbers
generate as much commentary in the White House, in Congress, in the préss, and
in other forunms. Commissioner Moore had stated both publicly and privately
that the BLS technicians had handled the conferences satisfactorily. without
encroaching on the policy areas properly left to political figures. And Professor
R. A. Gordon, who had been the chairman of the committee that usually goes
hr his pame. was the first to denv that that committee had recommended the
termination of press briefings by BLS technicians.
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These comments are not intended to do more than to indicate the nature of
the controversy that developed. My personal judgment is that, although plausible
arguments can be made for the Administration decision, on balance the stronger
arguments on the merits of the question are on the side of those who opposed that
decision. But most reasonable people, I think, would agree that the question is
one about which reasonable people might differ—if they focus narrowly on
the simple question whether or not BLS technicians should regularly conduct
press briefings on the unemployment rate and the consumer price index. If this
had been the only development significantly affecting the Bureau of Labor
Statistics, there still would have been controversy but perhaps considerably
less concern about the integrity of the BLS. The heart of this matter is that each
of these incidents draws part of its meaning from each of the other incidents.
It is seriously misleading to consider each incident completely in isolation. This
is a situation in which the whole is consderably greater than the sum of its parts.

Reorganization and Reassignment of Personnel. Although press briefings by
BLS technicians were terminated in March, 1971, explanatory press releases
were still issued. The release announcing the unemployment rate for June, 1971
(issued on July 2, 1971) stated that the rate had dropped from 6.2 percent in
May to 5.6 percent in June. The release warned, however, that this drop “may
be somewhat overstated because of the seasonal adjustment procedures and
because more young workers than usual were still in school during the survey
week.” A prominent footnote explained in some detail the basis for this com-
ment, and added that “When the seasonal adjustment factors for this year are
updated, the May-June 1971 change will probably also be moderated.” This
guarded prediction turned out to be correct; the revised seasonally adjusted
figures computed early in 1972 turned out to be 6.1 percent for May and 5.8
percent for June, which cut in half the amount of the drop originally reported.
At the time, though, the warning that the change may have been overstated evoked
dismay and anger within the Administration. These reactions were duly
reported in the press and the Department of Labor was privately told of Presi-
dent Nixon’s anger concerning the incident.

It was against this backdrop that Commissioner Moore undertook a reorga-
nization of the Bureau and a reassignment of personnel in September, 1971.
Word of this action promptly “leaked” to the press, and news stories, editorials,
letters, columns and cartoons emphasized the theme that the BLS technicians
were being punished for offending the Administration by their honesty. Presi-
dent Nixon’s Press Secretary and Commissioner Moore insisted that the reorga-
nization had been under consideration for a long time, that it brought the BLS
structure into line with the earlier recommendations of the Office of Manage-
ment and Budget, and that the reassignments of personnel were entirely unre-
lated to the controversies that had developed a little earlier.

The IRRA committee discussed the reorganization and the reassignments in
considerable depth with Commissioner Moore. One conclusion that the committee
drew from this discussion was that there were defensible and understandable
organizational and managerial reasons for the reorganization and reassignments.
But it was also clear from other interviews that the timing of the reassign-
ments, and the manner in which they were announced to those affected, created
the strong impression that the changes were related to the controversies just
discussed. During our interview with Commissioner Moore, one of the com-
mittee members asked him the following question: “Are you willing to state
categorically that your decision to reassign Harold Goldstein was not influenced
by the Secretary’s displeasure with his press conferences?’ This was the only
question that Commissioner Moore chose not to answer for the IRRA committee.
And, when the committee met with Secretary Hodgson (nearly two years after
the press conference in question), he remarked that Goldstein had “handled
those press conferences so well that there was an uproar every month.”

Displacement of Commissioner Moore. Shortly after the 1972 election, the
‘White House directed all Cabinet members, subeabinet members, and a number
‘of other presidential appointees to submit their “resignations.” Secretary
Hodgson appears to have been among the first to be notified that his resignation
was being accepted. Then, on December 14, 1972, the White House announced
that several additional resignations from the Department of Labor were being
accepted, including that of Commissioner Moore. ' '

The Commissioner of Labor Statistics had a statutory term of office of four
years. In Commissioner Moore’s case, his term had three months left when he was.
in effect, dismissed. This was the first time in the nearly 90-year history of the
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Bureau of Labor Statistics that a Commissioner had been removed before the
completion of his term of office. Indeed the Commissioner has always heretofore
been regarded as a non-political official, and long tenure in office has been the
rule rather than the exception. Ewan Clague, for example, served under five
presidents of both parties. In accordance with its practice at the time, the White
House gave no reason for the removal of Commissioner Moore. So the event
must speak for itself.
o

The removal of Commissioner Moore, in my judgment, effectively removed any
ambiguity which the objective observer might have found in the preceding events.
It seems fair to say that, if the message to BLS staff members had theretofore
been muted and ambiguois, it suddenly came through loud and clear: If you
offend the Administration, you may lose your job. It is certainly within the realm
of possibility that this message was not planned or intended by the Administra-
tion. Conceivably, the three actions just discussed may have been unrelated, aris-
ing out of ad hoc decisions made without consideration of the apparent pattern
that was emerging. The IRRA committee certainiy has no evidence that, at some
point in time, a decision was made within the Administration to create a situation
in the Bureau of Labor Statistics which would make the staff responsible to poli-
tical pressures. What counts here, though, is not the motivation or the intention
but the effect. The effect, to put the matter bluntly, is pressure for political
conformity.

I want to emphasize as strongly as possible—as does the IRRA resolution—
that I see no basis for a suspicion that the figures released by the BLS are no
longer trustworthy. Any tampering with such a number as the national unem-
ployment rate, for example, would necessarily become known to a considerable
number of people within the BLS. It seems certain that such tampering would
quickly be exposed, though ‘“leaks” to the news media if by no other means.

The effects of the perceived political pressure on the BLS are somewhat more
subtle. One effect has been a high rate of turnover of senior staff members of
the Bureau. Both Harold Goldstein and Peter Henle left not long after their
reassignment ; Goldstein took early retirement and Henle took a leave of absence
following which he found a job elsewhere in the federal government. A surprising
number of other long-service staff members of the BLS—some in key jobs—have
also left, some retiring early and others taking new jobs in other agencies or
in private industry. The IRRA committee did not investigate the circumstances
of these retirements and resignations, and no doubt it would be misleading to
attribute all of them to the events previously discussed in this Statement; but
it seems reasonable to attribute at least some of them to this cause.

Job opportunities for senior people in the federal service and in the universities
are not plentiful these days, and this fact has probably helped to keep the turn-
over at the BLS below what it might otherwise have been. Some of the senior
staff people still at BLS report in private conversation that morale is quite low.
The most important aspect of the situation, though, is the effect of perceived pres-
sure for political conformity on the exercise of judgment by the BLS profession-
als. Fairness requires the presumption that there are some with sufficient courage,
or independence, or private means, to remain unaffected even if they believe that
honesty may jeopardize their jobs. But there must also be a significant number
of persons who feel that discretion is the better part of valor, and that there is
wisdom in the old bureaucratic saying, “never stick your neck out.” I can testify
that as I have read the monthly BLS reports on employment and unemployment in
recent months, I have noted unusual developments in the figures that I think
would have been the subject of comment in the past but which now pass without
mention in the official press releases.

That impression of mine could be a mistaken one. But the increased skepticism
with which one reads BLS releases these days is the essence of the point made
by the IRRA resolution: that the credibility of the BLS has been impaired. To
say that a substantial part of the professional clientele of the BLS was shocked
by the removal of Commissioner Moore may be an understatement. The loud and
clear message to the BLS staff was perfectly audible to the clientele as well. I
think that it is not unreasonable for the BLS clientele to assume that at least
some staff members are responsive to the pressure for political conformity.

The best performance of their job requires that the BLS professional staff
should have the assurance that the honest exercising of professional judgment
will not endanger their job tenure. Often it is not enough merely to tell the
public what the unemployment rate is (for example) ; it may be just as im-
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portant to know how reliable the figure is, and why it changed, if it did. The
fact that a statement concerning the significance of a number may have political
repercussions is certainly not the same as a recommendations for a policy change
based on the number. The first is clearly a proper function of the technician,
and only the latter should be reserved for the political figure.

If pressure for political conformity has a chilling effect on the reporting of
factual findings, surely the effect is even greater in the area of innevative re-
search and the development of new ideas and concepts. Let me give you a specific
illustration of my point. Many students of the labor market believe that we
should have a rigorous review of the conceptual basis for our elaborate system
of employment and unemployment statistics. To cite only one example, there
are large discrepancies between most econometric estimates of hidden unemploy-
ment and the BLS reports of “discouraged workers” that are based on household
surveys. Which are closer to reality? And should we try to find ways of making
sure that at least some of the hidden unemployed actually get into the official
count? How adegquate and realistic, under present-day conditions, is the present
definition of “seeking work?’ Should we attempt to develop some measures of
underemployment or “subemployment” to supplement the present count of the
unemployed? These questions are merely illustrative, of course, and not exhaus-
tive. But it is obvious that at least some of the answers would have substantial
political implications. How secure could the BLS professional staff feel today in
tackling such questions? And how confident could thie BLS clientele be that the
answers were not affected by political pressure?

III

The eredibility of an agency like the Bureau of Labor Statistics is a valuable
national asset. I have been speaking from the no doubt parochial viewpoint of
an academie scholar. But the agency serves many interests. Wage rate changes
for millions of workers are determined by BLS numbers under the provisions
of escalator clauses, and these numbers are a major consideration in most col-
Jective bargaining negotiations. Such examples could be multiplied. A loss of
confidence in the integrity of the numbers published by the BLS would create
acute national problems. It is essential to repair the damage that has already
been does to the credibility of the BLS before the doubts that have been created
spread to the numbers.

In my judgment—and that was also the judgment of the IRRA Executive
Board—the essential first step is to appoint as the new Commissioner of Labor
Statistics “a person with the highest professional qualifications and objectivity.”
The intended implication of this phrase from the IRRA resolution is that such
a person would not himself be responsive to political pressures, and that he
would protect his staff from such pressures. Of course it is banally obvious that
we always need well-qnalified men for important government posts. But the
need for a Commissioner of Labor Statistics whose qualifications are completely
beyond challange is really critical at this juncture, because of the sequence of
events in the past two years.

It is not always enough to be virtuous: some occasions demand a demonstra-
tion of virtue. That will be true for the new Commissioner. If he takes office with
nothing more than a determination—no matter how firm—to resist future appli-
cations of political pressure, but feels that it would be indiscreet to make a point
of this intention before some new need arises, he may do little to repair the im-
paired credibility of the BLS and to give new courage to his staff. In my epinion,
what is needed is some highly visible symbol of the restoration of the professional
independence of the Bureau. The best way I can think of to provide that symbol
would be to reinstate the BLS press briefings on the unemployment and price
ficures. Whatever may be the abstract pros and cons of such conferences, it seems
to me that, against the backdrop of the last two years, the case for resuming them
is overwhelming. . .

Over the longer run, the new Commissioner might be wise to recommend the
appointment of a new “Gordon Committee” to undertake a thorough review of
BLS programs, with a view to recommending the elimination of some that are
not serving useful purposes, the establishment of new ones to plug gaps, and the
revision of some. I would hope that the Commissioner would direct particular
attention to our present system of labor market data and would challenge the
coimmittee to reconsider the existing conceptual basis for the data. In this way,
the new Commissioner might serve the dual purpose of renovating and modern-
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izing the data program of the Bureau and demonstrating the willingness and the
freedom of the Bureau to stimulate and consider new ideas without politically
imposed restraints.

ExHIBIT A

RESOLUTION BY THE INDUSTRIAL RELATIONS RESEARCH ASSOCIATION EXECUTIVE BOARD
(Adopted December 29, 1972)

The Executive Board of the Industrial Relations Research Association, having
received and considered a report from its committee appointed to investigate
recent events concerning the U.S. Bureau of Labor Statistics, resolves as follows :

1. that public confidence in the professional integrity and credibility of the Bu-
reau of Labor Statisties is essential, because the Bureau publishes data and
materials which are used regularly in labor-management relations, business
contracts and economic forecasts;

2. that the credibility of the Bureau of Labor Statistics has been impaired by
events of the last two years, including the termination of press conferences
by Bureau of Labor Statistics personnel and the subsequent reassignment of
key personnel in the Bureau;

. that the Board views with particular concern the acceptance of the requested
resignation of the Commissioner of Labor Statistics three months prior to
the expiration of his statutory term of office, because this termination under
these circumstances represents a sharp break with the long-established tra-
dition that this position has not been regarded as a political appointment ;

. that it is most important, if further impairment of the credibility of the Bu-
reau of Labor Statistics is to be avoided, that the new Commissioner be a
person with the highest professional qualifications and objectivity ;

. that it is desirable that the decision to discontinue press briefings by the Bu-
reau of Labor Statistics technical personnel should be carefully reconsid-
ered ;

6. that nothing in this resolution should be construed to indicate that this Asso-

ciation questions the integrity of the preparation of BLS figures.
Signed by : Benjamin Aaron, President, 1972 ; Doublas Soutar, President, 1973 ;

David Johnson, Secretary-Treasurer.

Chairman Proxarire. Mr. Ruggles, proceed.
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STATEMENT OF RICHARD RUGGLES, PROFESSOR OF ECONOMICS,
YALE UNIVERSITY

Mr. Rueeres. It is particularly appropriate that the Joint Eco-
nomic Committee undertake a full-scale study of Federal statistical
programs at the present time. The need for accurate and meaningful
statistics becomes apparent when the state of the economy is such that
economic policy occupies center stage. Much of the development of our
present statistical system can be traced to the economic traumas of the
great depression and economic mobilization for World War II. Per-
haps the contribution to statistics by those in charge of economic policy
for the past 5 years has been to make obvious the need for a better
ulx)ldersta.nding of the process of inflation and what should be done
about it.

From the point of view of the Federal statistical system itself, the
most important issue is that of maintaining high standards of statisti-
cal competence at all levels in the staffs of the statistical agencies, in
order to assure a concern for accuracy and high technical standards in
statistics as well as independence from strong partisan political in-
volvement. The morale of Government employees who constitute a
highly trained and experienced staff is at stake. Losses in highly valued
staff have unfortunately already occurred in important Government
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agencies, and it is difficult for many Federal agencies to attract quali-
fied new personnel. Public confidence in the Federal statistical system
has also been shaken. Many of the most prestigious professional and
research organizations have publiciy expressed their alarm at the lack
of professional qualifications of recent appointments to high statistical
positions in the Federal Government. I share their concern. It is to
be hoped that the Congress can take actions which will halt the erosion
which is taking place.

Tith respect to specific statistical activities which would do most
to improve the quality and meaningfulness of economic data, I have
three major recommendations. First, an industrial directory should
be developed. Second, new data which could provide an index of wage
behavior should be collected. Third, existing national accounts data
should be extended to provide capital accounts for sectors and

industries.
INDUSTRIAL DIRECTORY

The development of an industrial directory as recommended by the
President’s Commission on Federal Statistics has the greatest potential
not only for increasing the quality and comparability of the basic
statistics, but also for substantially reducing the amount of data which
would need to be collected and processed. One of the disadvantages of
a decentralized statistical system like ours is that tasks such as the
classification of enterprises and their data into industries, geographic
locations, legal forms of organization, and so forth, are duplicated in
different agencies, but on the basis of different information so that
they produce very different results, and the tabulations of data for
different agencies are not comparable.

The President’s Commission proposed that the Bureau of the Census
obtain the basic data needed to create an industrial directory, keep it
up to date, and make it available to Federal Statistical Agencies so
they could utilize it in the processing of their data. This would mean
that (1) less data would have to be collected by Federal agencies;
(2) less classification and processing effort would be required; and
(8) greater comparability would result from the statistical data pro-
duced by different government agencies.

The President’s Commission urged that such an industrial directory
should operate “under strict rules of confidentiality” and the Bureaw
of the Census should see to it “that it is not disclosed outside the sta-
tistical agencies it is supposed to serve.” I would like to suggest that
surrounding the industrial directory with such secrecy is a grave error.
Information about the name, address, and type of activity of a business
establishment should be in the public domain, just as births, marriages,
deaths, and ownership of property are also public records. By making
the industrial directory an open public record, no legitimate privacy
is lost, and the openness of our society would be increased.

WAGE INDEX

My second recommendation concerns wage data. It is unfortunately
true that the information now available on the behavior of wages
is so deficient that it is not possible to use it to develop reasonable eco-
nomic policies to deal with the problem of wage behavior and inflation.
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Average hourly earnings are now used as the chief measure of wage
behavior. They are derived by dividing wage bills by man-hours, and
efforts are made to adjust the data for overtime payments and inter-
industry shifts. Nevertheless, the resulting measurements do reflect
changes in the labor mix. In periods of economic recovery the change
in labor mix resulting from the increased employment of less skilled
and lower paid workers results in an understatement of wage changes,
and conversely in periods of economic recession the change in mix re-
sulting from laying off less skilled and less senior workers results in an
overstatement of wage changes. Such biases are very important when
the questions of changes in wage behavior are central to the analysis
of inflation and its control.

Efforts are now underway in the Bureau of Labor Statistics to de-
velop an improved wage index. Unfortunately, the approach is still
that of trying to define industrial and occupational groups for which
wage payments and man-hours are to be obtained. One of the major
ways in which wage changes take place is through the reclassification
of personnel into different job classifications. In times of labor short-
ages, less qualified employees obtain higher job classifications, and in
times of easy labor supply, low-paying jobs are often filled with over-
qualified personnel. The method of measuring the wage index proposed
by the Bureau of Labor Statistics would completely ignore such phe-
nomena. and would thus result in misleading measurements. A person
who is laid off from one job and finds it necessary to accept a lower-
paying job would not be reported by the BIS method as having had
anv reduction in his wage rate.

It is indeed strange that the Bureau of Labor Statistics, which has
been a pioneer in the development of the Consumer Price Index using
specification pricing on an outlet basis, should not have applied a sim1-
lar techniaue to the measurement of a wage index. It would in fact be
quite possible to obtain information on wage payments and hours for
specific individuals in given establishments at different periods of time.
The ealculation of the wage index would, as in the case of the Consum-
er Price Index, take place at the level of the individunal observation.

Thus the change in e¢ach individual’s wages over a period of time
would be recorded. and these changes combined into a wage index
which would not be influenced by changes in the wage mix. This
methed does require obtaining data on individual workers overtime,
and it would even be desirable to follow workers when they change
jobs. It may be argued that due to increased experience, on-the-job
training, and seniority, specific individuals will receive wage increases
which reflect their changed qualifications. This is true, and in many
ways resembles the quality problem which is encountered in the col-
lection of price information on consumer products. But with a large
enough cohort of workers such a lifetime progression of wage increases
can be taken into account somewhat more easily than can changes in
the quality of consumer goods.

What is being suggested here is that panel data on workers be ob-
tained to provide the basis for a wage index. To the extent that data
relating to both the establishment in which the worker works and his
social and demographic characteristics can be obtained, our under-
standing of wage behavior will be greatly enhanced. On the one hand,
we need to know the dynamics of wage changes: how they relate to the
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productivity change taking place in the system. the profitability of
enterprises, and the role of unions. On the other hand, it is important
to know the effect of race and sex discrimination and the importance
of education. It might well be that supplementary information ob-
tained for social security records which are similar to the continuous
work history files would be a better way to obtain such vital informa-
tion than the more traditional Current Population Survey which is
used as the basis for unemployment statistics.

CAPITAL ACCOUNTS FOR SECTORS AND INDUSTRIES

Finally. my last point is that the usefulness of the national accounts
would be greatly enhanced if capital accounts were developed for sce-
tors and industries. The national income accounts do represent the
greatest achievement of the Federal statistical system in the last three
decades. They provide a comprehensive yet detailed picture of the
operation of the economy. showing the productive activity of differ-
ent industrial sectors. the role of the government in taxing and spend-
ine. the income and expenditure of households, and the relation of
all these sectors to foreign trade, saving, and investment. The great
advantage of the national accounts is that they do provide a consist-
ent set of information which permits the construction of major cco-
nomic ageregates directly related to policy objectives.

Tt should be emphasized. however, that the present national accounts
are primarily concerned with income flows. and do not provide detailed
information on the capital accounts for sectors and industries. In
analvzing the economical growth which is taking place in the system,
it is important to know in which sectors and indnstries investment is
takine place. and how such investment relates to existing capital stock.
The flow of funds accounts produced by the Federal Reserve Board
are quite useful in this connection, but unfortunately they are not com-
Pletelv integrated with the national income accounts so that they can
provide the type of detailed capital accounts information needed for
thesector and industry classifications of the national accounts.

Chairman Proxyrire. Thank you. Mr. Ruggles.

Gentlemen, these are very, very helpful statements. I want to come
Tight to that point that is bothering me and I am sure is bothering
‘many people in the country.

We have just gone throngh a tragic experience. Of course, we are
going through it right now. Right at this moment, another commit-
tee is holding hearings on the Watergate problem. And we know
that in the last year or so there has been an attempt to burglarize
files by top public officials, to steal records from a psychiatrist’s office,
to damage the position of a Presidential candidate by fabricating
lettors. all in the interests of achieving power and winning an election.

One way in which an election might very well be won under difficult
circumstances by an incumbent administration without hurting any-
body. at least, without hurting anybody directly, without stealing
anything. without any kidnapping or blackmail or anything of the
kind. is to rig the statistics. If in August and September before an
election we were told, the whole Nation was told, that the unemploy-
ment situation is improving, that prices are moderating, this ob-
viously could have a very profound effect. It could literally change
millions of votes. It could win an election.
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Now, this may seem to many people to be utterly fanciful and I
hope and pray it is.

I would like to ask you as professional economists to indicate
whether this is possible in your view, and if it is possible. what safe-
guards we might be able fo introduce by law which would prevent
it being possible and give us the greatest possible assurance that it
coudn’t take place.

We assume that things are going to be run without these difficulties.
I can recall telling a college coach that one thing I was sure about
was that they will never rig a college football game. He said what
do you mean? That is the easiest thing to do, much easier than a
basketball game or baseball game. All you have to do is fix the quarter-
back. In any kind of close game, he throws an interception in the
flat at the right time and that is the ball game.

For that reason I am asking you gentlemen who are so well informed
about our statistical operation if there is a way of rigging statistics,
critical statistics such as measuring prices and measuring unemploy-
ment and what we can do about it if there is.

Mr. Duncan, wonld you like to start off ?

Mr. Duxcax. Well, T think the main response is that under the
present system—in terms of the historical record—professional
statisticians have been running the agencies and professional statis-
ticians are doing the work with a close review of advisory committees
that also involves professionals. Under this syvstem you certainly mini-
mize any possibility of manipulating the statistics. In the course of our
committee investigations in the last couple of years we have not dis-
covered any evidence whatsover of tampering with the data.

I think that the gray area in the past has been the interpretation
of the data. Now, what you are suggesting is a much more dramatic
type of situation where the actual raw materials are massaged so they
come out with a different result than the survey itself would vield.

Chairman Proxwire. Let me ask. how many people would have to
be in on this kind of action?

Mr. Duxcax. I don’t know. I am not intimately familiar with the
strength of each of the agencies: hence I couldn’t make a direct com-
ment. I would think it would be fairly difficult to do unless you obtained
control of everything running through the computer in the back room,
as was the case in Equity Funding Corp.

Chairman Proxyire. That is right. That Equity Funding experi-
ence is a good example. So much is at stake here and, as I say, from a
moral and ethical standpoint. while it would be a frightful, terribly
unethical, improper thing to do, it doesn’t have some of the elements
of burglarizing and forced entry, and so forth, the incredible events
that have taken place. )

Mr. Dt~cax. You would have to have a reasonably wide operation
as in the case of Equity Funding.

Chairman Proxyire. Involving what?

Mr. Dexcaw. Involving large numbers of people. You have to deal
with the raw survey results that are coming out. You would have to
malke sure those data were coded in a manner so that, when they were
analyzed statistically, the biases that were introduced would not overly
alarm people or surprise people in terms of past trends and result. It
would really require a fairly sophisticated approach.
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Chairman Proxsrire. I think it was Mr. Killingsworth who gave an
example of the drop in the unemployment figures by 6 percent which
was actually——

Mr. Kicrinesworrn. Six-tenths of a percent.

Chairman ProxmIire. I beg your pardon. Quite a difference. Six-
tenths of a percent which was later corrected to three-tenths of a per-
cent. And that would be sufficiently dramatic if it were, say, an in-
crease compared to a decrease so that it could have a serious effect on
people’s feeling and pudgment about the success or failure of an admin-
istration’s economic program.

In your view, Mr. Killingsworth, would this kind of interpretation,
favorable interpretation to an administration in office, be possible, say,
in the months before the election, in say the September statistics out in
October ?

Mr. Kivrinesworta. I would agree with Mr. Duncan that actually
“cooking” the numbers is an unlikely development simply because
there would be a large number of people that would find out about it
and particularly with the alertness of the press corps these days——

Chairman Proxmire. Well, they are very alert in some respects. I
am not sure how much attention any of us really pays to the statistical
goings-on. We have some very fine people who look into it but—go
ahead. T would like to ask you, all three of you, and I want to get
Mr. Ruggles’ reaction, too, but I would like all three of you when you
correct your remarks to add anything you would like to add as to the
danger of this and the possibilities of it and what would have to be
done to achieve it, and so forth.

Mr. KiruineswortH. I wanted to make the observation that it seems
to me the real danger lies in a somewhat different direction.

Chairman Proxsire. All right. Fine.

Mr. KrriNesworta. In this sense: Twice in the last 2 years we
have had political figures in the administration holding press con-
ferences and suggesting that an increase in the unemployment rate
really meant that the unemployment rate was headed downward. This
sounds fantastic. but T can give you names and dates.

When there is no press conference held by the——

Chairman Proxmire. We would like to have those names and dates,
incidentally.

Mr. Krinesworti. On April 2, 1971, BLS announced that the
unemployment rate for March was 6 percent up from 5.8 percent in
February. Ronald L. Ziegler said that the figures “substantiates that
unemplovment is on a downward trend.” On August 6, 1971, BLS re-
ported that the July rate was 5.8 percent, up from the 5.6 percent rate
of June. George P. Shultz said that, because of the statistical aberra-
tion in June, “we do see a downward movement.”

Well, both men were quite wrong in the sense that the unemploy-
ment rate remained at around 6 percent for many months after their
comments were made. But close to an election, when there is no oppor-
tunitv for any objective statement concerning the significance of the
statistics, when the news is blanketed, so to speak, by the press con-
ference of the highly placed political figure, then you have the oppor-
tunity of what I would say would come very close to a misrepresenta-
tion of the figure.
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You can simply make an interpretation that could have a very con-
siderable impact on public opinion and that would produce the kind
of result that you were speaking about.

Chairman Proxarke. Well, T would be far more fearful of cooking
the figures because interpretation after all in a Presidential campaign
is bound to be challenged.

The opposition Presidential nominee and his reporters would pick
up something like that and I think run with it to great effect, but
cooking the figures, of course, would really do it.

Mzr. Ruggles.

Mr. Ruceres. I agree that doublespeak is probably the major danger,
but I have noticed another type of behavior which does not constitute
cooking the figures, but rather results in abolishing statistical pro-
grams if they do not produce politically desirable information. There
has, for example, been a tendency to stop publishing poverty statistics
and to delay the development of social indicators because they might
indicate an increase in poverty or would not show the kind of progress
that we would like to report in a given administration, and it is much
easier to make glowing, optimistic statements when information doesn’t
exist than when contradictory information does exist. Therefore, deg-
radation of the statistical system is to the advantage of people who
are making political statements.

Similarly, when new data come in which indicate substantial revi-
sions are necessary, such revisions may not be made. I suspect in a
sense this comes close to what you are suggesting. In developing pre-
liminary estimates there is always considerable discretion as to how
the estimates are to be made and therefore, given human nature, they
may be made on a politically favorable basis. In view of this, it is quite
possible that there would be some political resistance to revision, ra-
tionalized on the grounds that sufficient information has not yet come
in or that revisions would destroy public confidence in the statistics
and perhaps should not be made at all.

The timing and the release of information is also very important;
if information is delayed long enough, it eventually is tantamount to
suppression of information.

So I would suggest that there is a considerable amount of political
maneuvering room, and that the statistical system is not completely
objective. Flowever, I do agree that it is not really feasible to cook the
figures systematically or to fabricate a whole new system of statistics.
I remember that during World War II, when foreign countries were
presumably putting out all kinds of propaganda, the statistical year-
books of the German and Russian statistical offices turned out to be
q}L:ite accurate, but that again is because it is very difficult to control
the operations of a large number of people who are organized to pro-
duce a systematic output.

Chairman Proxamke. I am very reassured by this because I have
great faith in you gentlemen. We asked you to be with us because you
are among the most competent experts in this area and I don’t mean
to persist rudely at all, but I think there is a tendency on the part of
all of us to reassure each other and reassure ourselves and not to look
at the system itself and say now, if this were to be cooked or rigged,
however you want to put it, how could you do it? Exactly who would
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be the people who would have to make the changes and how many?
Would it be 10 people or 50 people or 100 people? Could it be done
maybe by one or two people? It is the kind of thing I think that very
few of us have looked at because we just assumed it wouldn’t be done
and maybe it wouldn’t. Certainly there is no evidence that it has ever
been done before or anybody has even thought about doing it. But I
think the atmosphere we are in now, with the great concern about the
credibility of Government, and as I say, with so much at stake in this
kind of action, it is worth our time to sit down and spend several hours
thinking about how a system like this could be rigged so that we can
develop our own safeguards, make sure that it won’t happen and that
there is some trigger that would disclose to us what was going on.

Mr. Do~cax. I think that type of investigation would be useful
and I think specifically in terms of our report, we talk about the need
to avoid even the appearance of any manipulation.

Chairman Proxyre. Right.

Mr. Dunca~. By undertaking an examination of examining this
issue; determining how many people are involved, and what safe-
guards could be inserted into that system, the result would be to reduce
even the suggestion of possibilities such as we have been talking about
this morning. ’

Chairman Proxare. My time is up. I will be back.

Congressman Conable.

Representative CoxasLe. Thank you very much.

I am interested in how much pluralism there is in the system. T as-
sume there is some pluralism—that the statistics themselves, that all
statistics bear a relation to each other and therefore if one particu-
lar set of statistics takes off an erratic direction it is a warning for
any professional who looks at it—if it seems to be losing its relation-
ship to the other sets of statistics which make up part of the total
complex of measurement that this society uses.

I am also interested in to what extent there is any corroboration of
Government statistics or are they accepted on their face? It seems to
me that there must be related statistics available from other sources
which would also trigger concern and resistance to falsify Government
statistics. Is that so or are we—does everything start at the Government
level in every case and all our complex statistical usage builds on that
one building block initially ?

Mr. Do~cax. Well, there are certainly independent sources of data.
The case immediately comes to mind which has received some atten-
tion just in the last couple of weeks is the McGraw-Hill survey of
plans for plant equipment spending which is concerned with the same
kind of information that is the focus of the Securities and Exchange
Commission survey of plant equipment spending expectations.

There are economists who devote significant numbers of man-hours
each year to reconciling the differences between those two series and to
analyzing the performance of those series in the business cycle. For ex-
ample. in a recovery part of the business cvele the McGraw-Hill series
tends to understate expenditures because businessman tend to under-
state expenditures during that phase. Likewise they tend to overstate
planned expenditures as the cycle goes downward because business-
men make the revisions in expenditures later on. These are anticipa-
tions of what they plan to do. So there are opportunities for recon-
ciliation.
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T guess the concern posed by that first question was in a very short-
term sense and under the high pressure of immediate policymaking;
such as the current situation where a reexamination of phase 1II is
underway. Economists are continually obtaining conflicting signals.
Working out all of the inconsistencies and contradictions is a complex
task—it requires quite a bit of energy.

Mr. Kouuixesworra. Could T respond to that, Congressman? It
scems to me there is some difficulty in tying in the behavior of the
unemployment rate with some of the other indicators, at least over a
longer period of time. The relationships have been changing in the last
10 or 15 years. For some time we

Representative Coxagpre. Well, our job mix has been changing too.

Mr. Kiuuingsworri. That is true. The economists have been talking
about the Phillips curve, an assumed relationship between the rate ot
unemployment and the rate of price change. Originally it was wage
change but we broadened it out. But today we have an unemployment
rate of 5 percent, which is fairly high by recent standards, at least,
and an extremely high rate of inflation, a much higher rate of inflation
than would have been predicted by some of the earlier formulations
of this so-called Phillips curve.

There have been other puzzling developments with regard to the
relationship between the unemployment rate and some of the other
indicators of economic activity. I think it is fair to say we have never—
at least in the last couple of decades—we have not had a situation in
which most of the economic indicators indicate a very rapid rate of
cconomic growth, a very high level of cconomic activity, and still a
very high rate of unemployment.

Representative Covapre. So the Government could have changed
the statistics on unemployment and nobody would have been terribly
surprised or worried about it because it would have followed the pat-
tern of the past much better than the actual statistics have demon-
strated. Is that right?

Mr. Kinuixesworta. Well, the discrepancy would not be glaring:

Representative Coxapre. Would not have been as gTaring?

Mr. KiLLingsworTH [continuing]. Or obvious because we have had
these changing relationships. In other words, it would not stick out
like a sore thumb, so to speak.

Representative Coxasre. Well, I assume monkeying with the com-
puter is not enough either to hoodwink the public because the input
into the computer is sufficiently known by professional statisticians
so that they have some idea on a historical basis of what that input is
coing to generate in the way of statistical results.

Mr. Ruceres. I would like to speak to that because I think this does
again come to the problems of openness.

One of the very encouraging developments in the openness of the
statistical system in recent years has been the release by the Govern-
ment of some of the basic data on which the published data are based.
TFFor example, the current population surveys are now becoming avail-
able in their original questionnaire form for economists and other peo-
ple to utilize. These are the raw data on which the published unemploy-
ment statisties are based. In order to cook the unemployment statistics,
it would be necessary to alter systematically the basic data for 55,000
cases per month, and this is a far more complex job than just pro-
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graming the computer to produce results that are inconsistent with the
basic data.

Representative CoxasLe. Let me ask you gentlemen, is there any
role for the nonstatistician in this governmental process? Some of the
things that have occurred—that have been matters of concern—could
as easily be ascribed to management deficiencies as to statistical de-
ficiencies or professional statistical capability. Your statements have
indicated great concern that we always have highly conpetent statis-
ticians performing the functions of the bureaus that we are talking
about. Now, how about that ?

Mr. Kinuinesworra. 1 would certainly respond that there is a defi-
nite need for the nonstatistician. The Department of Labor, in par-
ticular the Bureau of Labor Statistics, does have advisory committees.
Those advisory committees include some nonstatisticians and it is my
impression that they have performed a useful function and they have
had influence over the years.

Representative Conasre., But there are some top jobs that should be
held obviously by professional statisticians. I guess what you are say-
ing is not that there is no role for the nonstatistician, is that correct?

Mr. Kinuineswortit, I think the role of the nonstatistician is more in
the area of advice and general influence on policy rather than the
administrative position of, let’s say, Commissioner, or the top jobs of
Assistant Commissioners working directly under the Commissioner.

Representative Coxapre. You have investigated considerable

Mr. Duncan. In terms of our report our joint committee devoted
considerable energy to that question specifically and the basic point we
were trying to make was that the statistical agency head should be
divorced and separate from the policy statements. Let’s take the De-
partment of Commerce, for example. There is an Assistant Secretary
for Economic Policy. It is appropriate for him to offer political and
lay interpretations of the data as a part of his responsibility in office.
It is the mixing together of those political interpretations and statisti-
cal interpretations that we were concerned about. We felt the way to
deal with that issue is to separate clearly the statistical agency from the
political administrative unit.

Representative ConaBLE. Separate the news from the editorial.

Mr. Duxcaw. That is right. A very clear kind of distinction.

Representative CoxapLe. Now, one thing, you have all stressed the
importance of the credibility of these figures and I think you all have
at least implied some concern about their accuracy. Have there been
any substantive areas you can point to indicating that perhaps a lack
of quality is being reflected in the ultimate figures that are coming
down now or is it all psychological ? Is it all a concern about the people
who are doing the work and their professional competence—is that the
message you want to bring to us today, rather than any conclusion on
vour part that this lack of professional competence has been reflected
in the statistics with which yvou are working ?

Mr. Du~cax. Our committee very definitely addressed this from the
standpoint that we have no evidence in the wide context of our investi-
gation that there has been any tampering with the data specifically.
As Mr. Killingsworth pointed out, you can look, for example, to the
reorganization of BLS and come up with a reasonable management
rationale for the change. i
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I think what has happened, howerver, is that while each event is
plausible in and of itself, there is increasing frequency in these mat-
ters and they have all been falling on precisely the same side of the
scale; namely, to remove the professional and to insert people who
seemingly have more political reason for being there than professional
qualifications, and it is that drift that leads to a concern at this point
in time.

Mr. Krmrrxeswortir, There is one episode that should not be over-
emphasized but it might be indicative and certainly it hasn’t improved
the credibility of the Bureau of Labor Statistics. They had been put-
ting out figures on spendable earnings for some time. There is fairly
general agreement among technicians that this is a quite unsatisfactory
series. It has some rather glaring weaknesses. It has been discussed
within the Bureau. A decision was apparently made many months ago
to drop this scries because of its weaknesses. Then it turned up and
started looking good and it has continued, is still being released.

Representative Covasre. Thank you. My time is up. Mr. Chairman.

Chairman Proxiyire. I am going to ask the committec to commis-
sion a study on how to absolutely safeguard the statistics, especially
the unemployment and placement statistics, so politically, sensitive, but
all the statistics against any cooking and rigging. I think we ought to
have an in-depth study on that and as far as I know I have been check-
ing with the staft—I don’t think there is a law against it. So you could
be in a peculiar position of doing this and winning the election not even
breaking the law.

T would like to ask you, Mr. Duncan, you make a very strong point
that the heads of major statistical organizations should I:e career men.
1 am sure that is necessary but I think we all agree they should be
professionally qualified, whether they are career men or not. And
statement on trying to determine on the basis of this whether Mr.
Barabba and Mr. Failor would qualify, on that basis, they seem—
I don’t want to be unfair to them—to get between zero and 25 percent.

On the first point, membership in a professional statistical associa-
tion is for at least 5 years. I don’t know 1f these men have that member-
ship. I would be astonished if they did. I could be wrong. If they don’t,
they would be zero. .

The second point is the ability to make new contributions to knowl-
edge in the field of statistics or subject areas of the agency involved.
They may be able to. I think that is questionable in view of their lack
of professional qualifications.

The third point is national recognition in the professional field.
Obviously they don’t qualify.

Fourth point, demonstrated professional achievement. They don’t
qualify there. They may be very fine men, very able men, very suc-
cessful men but they just do not qualify according to your criteria.
They don’t seem to. Would you agree with that?

Mr. Du~can. Well, I think I should say first our committee did
not evaluate individuals.

Chairman Proxyire. I am not saying that was applied personally
at all. T am asking you to do it now.

Mr. Du~vcan. What you have done is precisely what we wanted to
have done. We want to lift up these criteria and let the confirming
committees make the judgments. We actually released our report in
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draft form to administrative heads so that our criteria would be avail-
able during the search for what was obviously happening because the
resignations of a number of people had been accepted. I prefer really
not to comment today on individuals as such because I don’t have the
facts on their individual backgrounds. I do think, however, that that
is preciselv why we put our report together and we tried to get it out
early so it would be available to those who were doing the selection
for the administration and particularly now they are available to the
Congress as it reviews the qualifications of the appointees.

Chairman Proxmire. Now, Mr. Killingsworth, I gather you believe
that Commissioner Moore should not have resigned. Recently we had
in another committee a group of nominees of the President—for in-
dependent agencies—and I ask each of them if they would, if re-
quested sign an undated letter of resignation. give it to the President,
any President, not talking just of President Nixon, any President, and
enable him to use it when he wished to do so, and after considerable
discussion in every case they agreed they would not provide that, that
they would not give the President an opportunity when they have a
set term of office when they represent an independent agency to resign.

Do you think that kind of requirement, rather, that kind of position
should be taken by the heads of the Bureau of Labor Statistics?

Mr. KiLuixasworrir. I would certainly agree with that position, yes.

Chairman Proxarre. And if that had been the position taken by
Mr. Moore—of course, it is very difficult for him; everybody else sub-
mits a letter of resignation—then he would not have been in a position
to have been dismissed at least in the way he was by the President.

Mr. Kinuixgsworrir. I think that is correct. I think that he could
have resisted the request. I know that in some prior changes of admin-
istration such requests have been made to some people who have
declined.

Chairman Proxare. Now, isn't that a way, at least. one way. per-
haps a small way but an important way. of attempting to establish
at least some degree of independence on the part of the head of the
Bureau of Labor Statisties?

Mr. KiLiNeswortIr. Yes.

Chairman Proxyire. So he cannot be browbeaten and pressured?

Mr. KIiLLINGSWORTTIL. Yes.

Chairman Prox»ire. So he would be less likely to be browbeaten ?

Mr. KiLuixaswortin I am not sure that by itself is suflicient.

Chairman Proxarrre. No. As I say it is a modest way but it is one of
a series of things, perhaps.

Mr. KiLrivasworti. It certainly is a point worth making.

Chairman Proxarre. Now, one of our witnesses tomorrow is Secre-
tary of Commerce Dent. He held a press conference on recent trade
figures, ahead of the release time and it is our understanding that on
these statistics there should be a period between the time they are re-
leased and any political comment. At least that has been true in many
areas.

Mr. Drxcax. 1 hour delay.

Chairman Proxamie. I was wrong. T am corrected. You are right. I
was misinformed.

Mr. Drxcax. And the Office of Management and Budget has been
trying to keep a reasonable tally on the extent to which people con-
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form to that. In our report we underscored the importance of reports
of that type of operation.

Chairman Proxyre. I misunderstood. The suggestion made to me
by the staff is we should have a 24-hour rule instead of a 1-hour rule.
Do you think that would be a good idea ¢

Mr. Duxcax. I think that would be very difficult to enforce. As
soon as the numbers do become available the reporter is not going to
wait 24 hours to write his story. He is going to call

Chairman Proxare. Well, is 1 hour workable?

Mr. Duxcax. I think 1 hour is workable in the sense that it defi-
nitely makes a distinction between the two releases. It doesn't let them
be done at the same time and it does require, therefore, that a purely
statistical release be prepared. The important thing, I think, is to have
a purely statistical release.

We further have recommended that the news release identify the
principal statistician in the agency who is responsible for the num-
bers—rather than a public relations official or some other type of per-
son—so that the press can have access to the details of the technicalities
involved.

Chairman Proxaire. I understand that Mr. Dent released his state-
ment the same time that the technical statement was released.

Mr. Drxcax. That is in violation of a set of guidelines that has
been established—supposedly by the White House and certainly by
OMB. '

Mr. KiLixeswortir. Another point along that line, Senator, is that
there has been an effort to establish release dates long in advance, par-
ticularly for the unemployment figures and the price figures, and I
would presume for some of these other releases as well. There have
been some instances in which those release dates have not been ob-
served as far as the unemployment figure is concerned. 1 can think
of at least two occasions when political figures in the Administration
leaked information concerning the unemployment rate prior to this
officially established release date.

Now, of course, the whole purpose of the release date is to prevent
manipulation and early announcement for some kinds of political
advantage.

Chairman Proxarre. You referred to the displacement or firing of
Commissioner Moore and I did point out that the immediate basis, of
course, as you suggested, was that his letter of resignation was acted
on. Do you have any other suggestions? Mr. Killingsworth. you are
the one who brought it up. Do any of you gentlemen have any sug-
gestion as to how we, in Congress, can prevent that happening again
or provide greater independence for the head of the Bureau of Labor
Statistics? We had this long fine record of Ewan Clague who served
Democrats and Republicans for more than 20 years with distinction.

Mr. KmLuinesworrir. He served under five Presidents.

Chairman Proxyire. That is right. How can we, in Congress,
buttress this kind of a situation? Maybe a longer term? You have,
after all, the Governors of the Federal Reserve Board with 14 years.
The Comptroller General has 15 years. Both offices have served the
country well.

Mr. Kruixesworri. It seems to me that that certainly would be
one thing that is worthy of consideration.
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Representative CoxasLe. Certainly more than four.

Chairman Proxare. Or even four scattered so that they wouldn’t
immediately happen right after election. period, would have some
overlap possibilities.

My, Rroingsworti. A 5-year term certainly would have a real
advantage, I think. The Commissioner of the Bureau of Labor Sta-
tistics has a 4-year term which does tend to make it coincide with the
Presidential term and possibly the change of administrations.

Chairman Proxarre. Mr. Killingsworth, you note that some devel-
opments normally called to attention in monthly employment reports
have been missing lately. Can you give us some examples?

Mr. Kicuineswortit. One in particular. There was a period of time
during the midpart of 1972 when the labor force was growing at a
very rapid rate and there was some emphasis on that in the press
releases and in the political commentary. Then, in November 1972, this
was reversed. There was a rather sharp decline in the unemployment
rate, from 5.5 percent to 5.2 percent, but that was accompanied by a
decrease of 240,000 in the size of the labor force. Rather than the
previous rapid rate of increase there was a very large absolute de-
crease in the number of people in the labor force.

There was no comment whatever on that point in any of the news
stories or any of the press conferences. It was a fact which you could
ferret out from the release if you went back to the beginning of it and
even there I think that it was quite ambiguously stated and you had to
dig way back in the tables to be sure that there was a very substantial
decline in the absolute size of the civilian labor force.

Chairman Proxmire. Now, my time is up but let me just ask about
that. What could we do about this kind of situation? One thing we
tried to do is have a hearing before this committee. As you know, every
month the unemployment figures were out, the day they were out we
would have a hearing and we tried to bring out in the colloquy some
of these things and it was covered to some extent by the press and
public and picked up but the big news obviously and for obvious rea-
sons was the statement issued by the Chairman of the Council of
FEconomic Advisersand other people uptown.

Do you have any idea what we can do to provide for a broader inter-
pretation—a challenging interpretation? One way is to return to the
press conferences. We have been bleeding for that. That is the reason
we had 20 consecutive hearings in 20 consecutive months before this
committee. It didn’t work. We didn’t get a return to the press
conference.

Do you have any other ideas of what we can do to provide better
balance and interpretation so the press can have these interpretations
challenged and have a broader view to present to the public?

Mr. KicuineswortH. I see very little alternative to this reinstate-
ment of the press conference by the BLS technicians. It seems to me
that what we are dealing with here is to a considerable extent a kind
of intangible problem within the Bureau of Labor Statistics. I feel
on the basis of many conversations with many people in that agency
that an attitude of great caution—I would say excessive caution—in
reaction to this series of events.

Now, how do you change that? T understand—I was up to my ears
in final exams yesterday and I didn’t get the news that a new Com-
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missioner has just been nominated for the Bureau of Labor Statistics.
It seems to me, in the confirmation hearings on that appointment,
some of these matters could very well be explored and the feeling of
the Senate could be made quite clear to the Commissioner and per-
haps, through him, to members of the administration—a feeling that
some very definite effort should be made to reinstate this feeling of
independence, this willingness to be completely honest and open about
the interpretation of the statistics.

T think that organizational arrangements are perhaps desirable but
they are certainly not sufficient. What we need is the confidence of the
BLS people, the professional people, that they are performing a func-
tion that is recognized as a proper function for the professionals
who are developing these statistics. And they need to have the con-
fidence that if some political figure takes exception to a statement that
this change probably is overstated, they will get protection. It takes
a willingness to stand up.

You know, we have a somewhat similar problem in the universities
and I think that the question of leadership is crucial. If there is a
person in the position of leadership who gives his people confidence

that he will stand behind them if they are attacked for an honest
professional judgment, then T think that makes a great deal of dif-
ference. It would certainly be highly appropriate, I would feel, for the
Senate to inquire into the views of the nominee on this particular
matter.

Mr. Duxoay. I would personally like to add a suggestion to this
committee. In talking with a number of representatives of the press who
have attended press conferences in the past, they pointed out to me that
frequently they themselves don’t have the wherewithal to ask the
technical kinds of questions that are really helpful; questions which
they heard when you were conducting your own press conferences.
Your staff was asking questions or stimulating questions which helped
the reporters along. So a function that your.committee could provide
would be to have a staff input in terms of questioning at the press con-
ferences themselves to make sure the broader technical issues are
lifted up. It requires a highly specialized person to ask these questions.

Chairman Proxaire. Get a press card for our staff people.

Congressman Conable.

Representative ConasLE. Let me ask you about this. You gentle-
men obviously don’t reply on the press conference for your interpreta-
tion of the statistics that are being put out. It is of some interest to
the press but I am sure that while the press may be less confident as a
result of a loss of the interpretive opportunity in the press conference,
statisticians themselves have no reason to be less confident.

What I would like to ask is this: Have the Federal statistical agen-
cies been less forthcoming to your inquiries during the past 4 years?
I think Mr. Killingsworth has indicated that there is perhaps a loss
of confidence on the part of staff members in the statistical agencies
as a result of the insecurity of change, personnel change, and other-
wise. Has this made them Jess forthcoming to statisticians who after
all are the ones who must have confidence in these statistics if they
are ultimately to be appropriately interpreted ¢

Mr. Duxcaw. In our report we really dealt at three levels. Our
overall concern was to assure public confidence in the statistical system
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at all three levels; then. of these recommendations. I primarily lifted
out one of them for your today. Let me list the three levels. One, build-
ing the peer group confidence in the statistical community by em-
phasizing the professional capabilities of the agency heads. Now, that
1s the one we have been dealing with in large part in the formal
testimony which T offered and clearly the people in the peer group
do not rely on the press conference for their point of access; that
relates to the second level that we addressed.

The second level is improving the understanding of the working
press by providing easy access to expert counsel. In terms of maintain-
ing public confidence, which is our overall objective, peer group con-
fidence is one part. But the working press is the next level of access
of the general public to the statistics. and therefore the press con-
ference type of consideration is very important at that level.

And then third, which is the confidence factor that Mr. Killings-
worth was talking about, we are talking about minimizing even the
appearance of political pressure which effects the morale of the staff
in the agencies themselves and which then has an impact on total
public confidence.

So there are really three levels one has to deal with if you talk
about total public confidence in the statistical svstem.

Representative Coxasre. I don’t want to get back to this whole
argument which has been contracted in this committee. But you under-
stand the press conference itself is an installation subject to some
manipulation. So my particular concern is—have statisticians had less
access as a result of these changes. The onlv comment I have heard
has been that there is a general loss of confidence on the part of staff
members which might result in their being more cautious in their deal-
ines with other members of the statistical fraternity.

Mr. Ruggles.

Mr. Rvecres. I think it comes back to something von said earlier:
namelv. that one of the major problems with anv statistical system is
its abilitv to change to meet current needs. This has been especially
true in this period of inflation.

I think that where our confidence has been shaken is that there are
manv fewer trained and competent people in the Government now who
can be relied upon to adapt and change the system in the wav that is
needed in order to solve these problems. Many of the people who conld
have been expected to take the responsibility for doing this have left.
New ones have not come along. and there is less independence in those
who remain. So we have a fecling that the statistical system is statie,
it is stagnant. and we aren’t getting the answers that we want to the
major economic problems, especially to new kinds of economic
problems.

Representative Coxapre. In other words, it takes understanding to
cope with rigidities which otherwise ‘

Mr. Rreores. That is correct.

Representative CoxasLe. Hardening of the arteries.

Mr. Rrecres. And that is where the system is most vulnerable and
where the danger lies. The svstem may develop rigor mortis. but it
will not be seriously violated. Tt will just become less and less relevant.
I think this will be a very serious probem,
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Representative CoxaprLe. I can see how that would be. T am suve
vou have to have some stability in the statistical field because otherwise
vou lose comparative opportunities if there is no stability

Mr. Rrecres. That is right. ) ) ]

Representative CoNaBLE [continuing]. In the input that is going
into vour statistics. But a statistic has meaning only as it reflects
change in what isa very dynamic system.

Mr. Rreeres. That is right.

Representative CoxasLE. Social, economic, and otherwise. And so
this kind of a compromise has to be worked out with understanding,
and I can see what vou are saying and T agree with it completely.

I don’t have any further questions, Mr. Chairman.

Chairman Proxyire. I would like to ask Mr. Ruggles if you would
comment, and Mr. Duncan, on Mr. Killingsworth’s points that there
has been a growing discontent among users, at least a disquietude,
concerning the reliabilities of some Federa] statistics. Mr. Killings-
worth specifically mentioned the measure of unemployment. Do you
agree, Mr. Ruggles, and would this apply to statistics other than the
unemployment figures?

Mr. Rraeres. Well, in terms of what T indicated with respect to
wages, and, in my comments just a moment ago, I believe that the
kinds of information which are coming out do not meet the needs
which we are facing at the present time.

Chairman Proxyre. No. T am not asking about that. You made a
point and made it very well. T am talking about reliability rather than
the coverage.

My, Ruceres. Well, we are beginning to realize how unreliable or
misleading some major statistical series may be. The unemployment
estimates are very much affected by changes in the labor force. Whether
specific individuals, snch as returning Vietnam veterans. are in the
labor force or not is a very subjective question. The definition and
measurement, of the labor force matters more at this time, perhaps,
than it mattered a decade ago, and the fact that little is done to im-
prove our understanding of this situation means that we do distrust the
information more than we did before. We are more skeptical of it.

Chairman Prox>ure. Does this cover not only unemployment but
prices and

Mr. Rueerrs. I would say unemployment, wages, and prices.

Mr. Kicuinesworrn., May I make just one very small comment. My
statement. of course. of course. as I am sure vou recognize, Senator,
was not intended to reflect at all on the honesty of the measurements.
The question is whether we are measuring the right things.

Mr. Rueeres. Right. I would agree.

Chairman Proxyire. Mr. Duncan.

Mr. Doxcax. We in our committee, of course, did not get into spe-
cific series in terms of the technical evaluation of them. However, we
did comment in our report on the growth in the support of statistical
programs which is a very important direction.

There are, of course, some concerns around specific series. For ex-
ample, the current controversy over the agricultural census, the con-
troversy around need for a mid-decade census in this time of rapid
change. The priorities in the statistical system I think are something
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that certainly merit the attention of your committee and they deserve a
wide input from users.

Chairman Proxarme. Congressional staffs have increasingly poor
access to technical advice included but not limited to statistical ques-
tion. No problems as yet from the Bureau of Labor Statistics but prob-
lems with Census, the Office of Management and Budget, the Cost of
Living Council. Do you have—do you gentlemen have that same ex-
perience or do you know about it ?

Mr. Duxcax. My own experience has been that I haven’t had any
difficulty getting questions of a technical nature answered in the in-
terests of my research. :

Mr. Kiinesworte. My experience is largely with the Bureau of
Labor Statistics and I would not say that I have experienced any
change in—1I have found them very cooperative in their attitudes in the
past and T have not noticed any change in that.

Chairman Proxyre. Mr. Ruggles.

Mr. Ruceres. I have not noticed any change in the willingness of the
personnel ; in their ability to do things; yes.

Chairman Proxarre. That is a very interesting comment. You Jeave
us right up in the air. Go right ahead with it.

Mr. Ruccres. I was referring to the reduction of various programs,
and the dropping of various series, sometimes in the name of economy.

Chairman Proxarire. Such as?

Mr. Rucarrs. Well, for instance, the P-60 series on the income dis-
tribution and the so-called poverty statistics. I believe the rationale
was that these statistics were being repaired, I suppose like streets are
repaired, all torn up and you can’t really use them while they are under
repair.

Chairman Proxyire. Do you accept that view?

Wouldn’t it be possible to continue with a series and then come in
with a change without interrupting it ?

Mr. Ruacres. I there had been an aggressive interest in doing some-
thing in this area, I think much more progress could have been made.

Chairman Proxarre. How about our measure of GNP % Do you think
that is adequate in this day and age? Do you think we should try and
get greater refinements? Senator Fulbright is more concerned with
that—he is a member of this committee and maybe I am asking in his
behalf—he feels the GNP is a ridiculously comprehensive system that
doesn’t really tell us anything about the quality in the improvement

of our production, that it includes all kinds of things that are irrele-
vant to any kind of real economic progress. Is there a way of refining
this or improving it ?

I realize it does have the great advantage of being a simple, easily
understood, comprehensive identification of all economic activity.

Mr. Ruccres. Well, I am very sympathetic with that view. I think
the solution lies not in throwing away the present GNP but in pro-
viding additional, more pertinent, and direct information that is fo-
cused upon the sort of issues which Senator Fulbright cites. And I
think that again an aggressive statistical concern on the part of the
administration would have produced work in this area, and again I
think that the major problem is the stagnant atmosphere of the statis-
tical system.

Chairman Proxarre. Do you gentlemen as professional statisticians
who understand so well the limitation of statistics feel there is any way
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we can have a supplementary index that would measure the quality
of economic growth more satisfactorily, more accurately? After all,
to the extent that we increase pollution ; that is, that can be considered
to be an increase in the GNP. There are so many things that we do
which are--no matter how counterproductive or antisocial or de-
structive they are they represent an increase in the gross national
product.

Mr. Rueeres. I would be a little unhappy about any single index of
well-being or a giant happiness thermometer.

Representative ConaBrE. What about the automobile?

Mr. Rueeres. On the other hand, it is very obvious that many impor-
tant dimensions needed to appraise the quality of our life are sadly
missing from our statistics. We don’t really know enough about, for
example, the distribution of income in terms of the social and demo-
graphic characteristics of the population it changes. We don’t know
enough about how people are spending their time—their time bud-
gets—what does consume people’s time, how does the human expendi-
ture of time relate to mass transport systems, what is happening to
leisure? Things of this sort we really do need to know about, but you
are not going to get this sort of information from a thermometer of
happiness.

Chairman Proxmire. I am certainly not asking for that.

Mr. Rucerrs. If you are designing a public policy you need a rich-
ness of information which we do not currently have.

Mr. KiuivgsworTH. I think, if I could offer just one observation,
I think statisticians ought to remember and to teach others that statis-
tics are always simply the shadow of reality. They are not the reality
itself. The shadow maybe badly distorted. I think too often we forget
that and.

Chairman Proxyixre. Give us an example.

Mr. KirLivesworTH. The unemployment figure I think is an exam-
ple of a shadow of the reality. There are many people who believe that
this official unemployment rate, 5 percent, grossly understates the
reality, that it diminishes the reality. There is an element of hidden
unemployment that has been——

Chairman Proxmire. And there are many who feel it overstates it.

Mr. KirinesworTH. And there are some indeed who argue that it,
although I would say that that is probably a less common reaction
than the other one. There are those who state——

Chairman Proxmire. Well, certainly my reaction is that it under-
states it but I think—T have more people who object and say that the
5-percent figure is a gross exaggeration because there are so many
people who are

Representative ConasrLe. Voluntarily unemployed.

Chairman Proxmire [continuing]. Voluntarily unemployed or
who would like to work perhaps if they could get the job but they don’t
really need it, and so on. Very, very common feeling by lots of people.

Mr. KmuniyesworrH. This I think assumes we are measuring some-
thing a little different from what we really are measuring.

Chairman Proxmire. Well, what can we do about that, Mr.
Killingsworth ¢

Mr. KiuLiNesworta. My suggestion was to appoint a committee.
This obviously has its weaknesses, but I think——
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Chairman Proxyire. Well, the Gordon committee was a very useful
committee.

Mr. Kmuixeswortit. I was about to say, the Gordon committee
appointed a dozen years ago had a very

Chairman Proxarre. You feel it is time for a new Gordon
committee?

Mr. KiLuineswortil. Precisely.

The Gordon committee had a substantial impact on the labor mar-
ket statistics and it was mainly to the good. But they were looking at
the experience of the preceding decade or two decades. We have had
another decade of unusual experience, shall we say, and further devel-
opment of other kinds of measures, and it seems to me that it would be
very fruitful to have a penetrating look at some of the new realities
of the labor market and the extent to which they are or are not re-
flected in the statistical system.

Chairman Prox»re. How was the Gordon committee established ?
Was that a Presidential committee?

Mr. KmuinesworrH. It was a Presidential committee.

Chairman Proxyire. Then what we should do if we wish to pursue
this is write the President and suggest it is time, in view of the lapse
of time and our economy changes so rapidly, a committee be appointed
and urging him to do that. Do you think that would be the best way
we can proceed ?

Mr. Kizuinasworrir, I think that certainly would be necessary. I
would judge the suggestion would have a much greater chance of
being acted on if the new Commissioner of the Bureau of Labor Statis-
tics strongly supported this recommendation.

Chairman Proxarre. It is my understanding the President did ap-
point some kind of a committee that looked into this 2 years ago.

Mr. Krvrixasworrir. That looked into—

Chairman Proxmire. And it wasnt as comprehensive or as
imaginative or as vigorous as it might be. It didn’t compare at least
in our judgment with the Gordon committee. Maybe it would be time
for Congress to do this or try to do it. How do you feel about that?

Mr. Kmrrxasworrr. Well, I think that the particular

Chairman Proxyrre. Maybe if we begin to do it the President will
do it. One of the reasons—I have got an amendment pending on the
floor of the Senate right now to provide for a more effective wage-price
control system. I hope the President will take it away from us and go on
the air tomorrow night and do it himself. He can do a lot better job.
He can do it right away and there is none of the terrible lag when we
have to debate in Congress on this kind of thing and it takes months
before we get action.

Mr. KiLurngsworrir. Let me make the obvious point, the method
of appointment, the mechanism, is much less important than the caliber
of the people you get.

Chairman Proxre. Maybe Congress better do it.

T just have one other question.

_ AsThavealready indicated, this committee intends to undertake and
introduce a study of the Federal statistical program. In this connection
if you gentlemen could give us your views of its format and content.
For example, we have given some thought to having prepared some
papers on different parts of the program, papers concerned with ad-
ditional areas to be covered, improvements to be made in existing data,
ways of improving dissemination, and who might make the study.
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To be precise, I have been very concerned about the fact that we
haven’t made the changes we should in the economic indicators which
is our responsibility. I think it is a very helpful amount of data but 1
am inclined to think that we just accept it and don’t modify it and
improve it and change it the way we should. So, would each of you
gentlemen give me your views on how we might proceed with a study
of the statistical program and that would be it as far as T am concerned.

Mr. Duw~cax. I think the comment that is perhaps most important
relates to the one we just made around the Gordon committee type of
situation. I think the key is the type of personnel that you call upon
to make the input to your study and I would simply urge that in the
construction of that activity that, in addition to the professional aca-
demic input, you obtain some input from the user communities.

For example, I would think it would be helpful to have the press
perspective more adequately examined than perhaps it has been con-
sidered in the past. I think certainly that business and other uses of
data can provide a very valuable input. I simply urge you go in that
direction as well as to the technical and academic communities.

Chairman Proxyre. Mr. Killingsworth.

Mr. Kiuineswortst. I don’t think that I have anything in particular
to add except to emphasize my feeling which T tried to reflect a
little in my statement that what—the thing that is very difficult to get
is a reexamination of concepts that have been established for quite a
long time in the statistical series. There is a strong argument against
developing a new approach which makes your new series noncompar-
able. That is a bane of the statistician.

On the other hand, we decided 25 or more years ago that we were
eoing to measure objective behavior as reported by the people who were
being interviewed by the censustaker when we are reporting on labor
markets—what is going on in the labor market.

I think that—I would urge that there is real need for a reconsidera-
glon of some of these basic conceptual approaches to the labor market

ata.

Chairman Proxyire. Mr. Ruggles.

Mr. RucarEes. I would have some concern about relying purely upon
Presidential commissions at this time. I think part of the difficulty in
using this device is related to the current political climate. It was for
this reason that the President’s Commission on the Federal Statistical
System was not as successful as it might have been. T feel that the work
that needs to be done is of a more technical nature. It would require
staff and staff work, and should be undertaken by the Congress itself
because at the present time the concern of professional economists and
statisticians with the Federal statistical system is such that they do
not feel not even if a Presidential commission were created and did its
job, it would be listened to. And so I would express some concern as to
the sponsorship under which such work would be done.

Chairman Proxmire. When you correct your remarks, would each
of you suggest people who might be capable of doing the studies in
your judgment ? It would be very helpful to us.

The subcommittee stands in recess until tomorrow morning at 10
o’clock when we reconvene in this room to hear Secretary of Commerce
Dent and other witnesses.

Thank you very, very much. Excellent job. Most helpful.

[Whereupon, at 11:55 a.m., the subcommittee recessed, to recon-
vene at 10 a.m., Thursday, June 14, 1973.]
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CoxNGRESs OF THE UNITED STATES,
SUBCOMMITTEE ON THE PRIORITIES AND
Ecoxoary 1N GOVERNMENT OF THE
Joint Ecoxomic CoMMITTEE,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10:10 a.m., in room
S-407, the Capitol Building, Hon. William Proxmire (chairman of
the subcommittee) presiding.

Present: Senator Proxmire and Representative Conable.

Also present: John R. Stark, executive director; Loughlin F.
McHugh, senior economist; Lucy A. Falcone, L. Douglas Lee, and
Courtenay M. Slater, professional staff members; and Walter B.
Laessig, minority counsel.

OPENING STATEMENT OF CHAIRMAN PROXMIRE

Chairman Proxarrre. The subcommittee will come to order.

Mr. Secretary, we welcome you to this subcommittee’s hearings on
the status of the Federal statistical program. I just discovered that
Secretary Dent and I are old friends. I haven’t seen him for many,
many years, but I knew him, what, 25—27, 28 years ago, a long time
ago.

Secretary DeENT. Yes, sir.

Chairman Proxmirg. As the head of one of the major agencies in the
Federal Government responsible for the development and implemen-
tation of statistical information programs, we hope you will tell us of
your plans in this area.

As you know, this committee has had a long standing, acute interest
in the maintenance of a sound, progressive, and healthy supply of
economic information. Yesterday we heard from three outstanding
experts in this field, two of whom headed professional committees in-
quiring into possible politicization of critical statistical programs.
The third witness was an outstanding expert on the national income
accounts, the development and measurement of which is a major func-
tion of your Department.

We discussed at some length past instances of possible politicization
of economic statistics, and I must say what they had to tell us had a
rather chilling effect. Their message was almost unanimously along
the following lines:

1. That the probability of recent detrimental political influences
was high;

(51)
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2. That this impact was rather clearly established when it is seen
that even the appearance of intervention can have a deadening impact
on the statistical staff not only through softening or exaggerating
statements to fit political expediency but through outright attrition
of professional staff. )

3. And that these dangers can be minimized if competent profes-
sional experts are placed in charge of the programs.

These are views which T share, and for this reason, we shall spend
some time this morning. Mr. Secretary, going into the status of the
staffs of your statistical bureaus and the qualifications of your recent
appointments or nominees to head these organizations. )

Representative Coxasrk. Mr. Chairman, your opening statement 1s
an example of the politicization of the .Joint Economic Committee.

Chairman Proxarare. There is no question about there being a poli-
ticization—Republicans and Democrats.

Representative Coxanre. T would say the testimony yesterday was
quite restrained, Mr. Secretary, and I suspect part of the reason it
was restrained was they were awaiting your testimony today.

T suspect that there is a good deal more to this than meets the super-
ficial glance and we all look forward to your testimony on this partic-
ular subject. We all feel that economic statistics are very important
to interpretation of Government policies and we are sure that consid-
erable thought has been given to the course of the statistical gather-
ine agencies in your Department.

We welcome you to the committee and look forward to your testi-
mony, sir.

Secretary DexT. Thank you. Mr. Conable.

Chairman ProxMmire. Go right ahead, Mr. Sccretary. You have a
17-page prepared statement. If vou want to abbreviate in any way we
will be happy to have the entire prepared statement printed in full
in the record and any other material that you would like to submit.

Representative CoxaBLE. Do we have any other witnesses this morn-
ing, Mr. Chairman?

Chairman Proxyire. No. Secretary Dent is the only witness and
we will be delighted to have him present his prepared statement in
any way he wishes.

If you would like to abbreviate it, as T say, you can do so without
fear you will lose the wisdom you have right here.

STATEMENT OF HON. FREDERICK B. DENT, SECRETARY OF COM-
MERCE, ACCOMPANIED BY HENRY B. TURNER, ASSISTANT SEC-
RETARY FOR ADMINISTRATION; GEORGE JASZI, DIRECTOR,
BUREAU OF ECONOMIC ANALYSIS; AND ROBERT L. HAGAN, DEP-
UTY DIRECTOR, BUREAU OF THE CENSUS

Secretary DexT. Mr. Chairman, I welcome this opportunity to re-
view the current activities of the Commerce Department within the
Federal statistical system. and particularly the roles of the Bureau of
Economic Analysis and the Bureau of the Census within the Social
and Economic Statistics Administration.

First, Mr. Chairman. T want to thank you for the kind reference in
your June 1 letter to the Department’s long history of progressive
achievements with regard to statistical programs. We are proud of this
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record, and I am confident that the Department’s statistical agencies
will continue to be progressive and innovative in meeting the needs
for better and more timely statistics.

In accordance with the committee’s interests. I would like to high-
light for you the ongoing statistical activities of the Department of
Commerce, outline some of the significant improvements we are mak-
ing, and describe how the establishment of SESA has contributed
to the advancements of the Department’s statistical programs.

Chairman Proxyire. Could I interrupt, Mr. Secretary, to ask vou
to introduce and identify the gentlemen at the table with you.

Secretary Dext. Yes, sir. Mr. Jaszi, who is Director of the Burean
of Economic Analysis; Mr. Hagan, Deputy Director of the Census
Bureau; and Mr. Turner, Assistant Secretary for Administration.

Chairman Proxatre. Fine. Thank you.

STUMMARY OF DEPARTMENT OF COMMERCE STATISTICAL ACTIVITIES

Secretary DexT. The statistical programs of the Commerce Depart-
ment seek to provide accurate, up-to-date information on the status
of the U.S. economy in general, on the level of economic activity in
sclected key business and industry sectors in particular, and on the
social and economic characteristics of the population of the [ nited
States. This information is used to guide decisions on a variety of
subjects, ranging from Federal economic policy to product marketing,
school construction, local planning, and individual investments. The
range of users is equally wide, encompassing most of U.S. business and
industry ; labor organizations; Federal, State, and local governments;
academic institutions; and research establishments.

For the current fiscal year, 1973, funds for the statistical activities
of the Department will amount to more than $70 million in directly
appropriated funds. Additionally, we will perform more than $45
million worth of work for other Federal agencies on a reimbursable
basis, and another $+ million worth for the general public, also on a
reimbursable basis. The majority of this $119 million program, $106
million, will be spent by SESA in providing general purpose statis-
tics. However, the Domestic and International Business Administra-
tion and the National Marine Fisheries Service. a component of the
National QOceanic and Atmospheric Administration, also provide im-
portant statistical information in their areas of expertise. I would like
to highlight these programs for you before concentrating on the many
activities of the Social and Economic Statistics Administration.

STATISTICAL ACTIVITIES OF THE DOMESTIC AND INTERNATIONAL BUSINESS
ADMINTISTRATION

The Department’s Domestic and International Business Adminis-
tration conducts statistical activities aimed at—

Analyzing the foreign trade of the United States and other
countries, including East-West trade

Providing basic data on the economic and trade performance
of major competitor nations;

Compiling and distributing reports containing data on foreign
markets for specific products: and

Providing reports, analyses, and forecasts of current activities
and trends in selected key industries in the TUnited States.
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Data from international trade analysis program provide govern-
ment and industry with a picture of past and projected trends in do-
mestic and world trade. Through this program, shifts in the American
share of foreign markets can be pinpointed and evaluated, and factors
influencing world trade can be 1dentified. The overseas research pro-
gram provides information to help U.S. industry export its products
more effectively and to select geographic areas for overseas trade pro-
motion. The newly formed Office of Competitive Assessment will use
all available data to monitor the U.S. and foreign competitive po-
sitions to develop forecasts of future performance, and to analyze the
major determinants of U.S. competitiveness.

On the domestic side, current business information and analyses
of industrial shipments and trends are provided through publication
of the annual U.S. Industrial Outlook and seven periodicals on selected
major industries. The Outlook is being extensively revised in format
to 1nclude more in-depth coverage and special reports, and is being
scheduled for publication earlier in the year to make it more useful
for business planning.

STATISTICAL ACTIVITIES OF THE NATIONAL OCEANIC AND ATMOSPHERIC
ADMINISTRATION

NOAA’s National Marine Fisheries Service produces about 300 sta-
tistical reports each year. These reports cover quantities and prices of
the U.S. fish catch, imports and exports of fishery products, employ-
ment in fishing and related industries, amounts of fishery products
processed, and the number of fishing vessels in the U.S. Fleet. These
data are distributed through three different series of reports: Current
Fishery Statistics, Statistical Digests, and Market News Reports.

Data on U.S. fisheries activities are used to analyze supply and de-
mand for U.S. fishery products and marine sport fish, to study the
movement of fishery products through distribution channels, to study
the economic viability of U.S. fisheries, and to analyze fishery manage-
ment problems. One indication of the widespread interest in this effort
is the fact that each issue of the Market News Reports, which is is-
sued thrée times a week, is read by approximately 10,000 people.

PROGRAMS OF THE SOCIAL AND ECONOMIC STATISTICS ADMINISTRATION

The Social and Economic Statistics Administration (SESA) is the
Department’s principal agent for the collection, compilation, and
analysis of general purpose statistics in the economic, demographic, and
social fields. SESA is also responsible for the preparation, interpre-
tation, and projection of measures of U.S. economic activity in the
aggregate. In carrving out its assigned responsibilities, SESA con-
ducts three distinctly different types of programs: Current statistical
programs, which provide monthly, guarterly, and annual data based
on statistical samples; periodic censuses and surveys, which are taken
at 5- or 10-year intervals and which strive for either complete or very
extensive coverage of the subject matter; and reimbursable activities,
which are undertaken on request and in accordance with the needs of
the sponsoring organization.

_ SESA’s current statistical programs provide timely and reliable
information concerning activity in retail, wholesale and service trade
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businesses; and the construction, manufacturing, and transportation
sectors of the economy. The official U.S. figures on imports and exports
are produced by SESA, along with data on State and local govern-
ment employment and finances. Additionally, SESA provides up-to-
date information on the size and rapidly changing characteristics of
the American population and its housing. The most widely used sta-
tistical publication in the United States—the Statistical Abstract of
the United States—is also an annual output of the program. Over
35,000 copies of this comprehensive reference work are distributed
annually through Government channels, and an additional 150,000
to 200,000 copies are reproduced commercially.

In regard to aggregate measures of U.S. economic activity, SESA
produces quarterly and annual estimates of the gross national pro-
duct (GNP), analyses of each industry’s contribution to GNP, and
tables showing how all segments of the economy interact in producing
the GNP. Annual estimates of total and per capita income and em-
ployment are provided for each of the 3,100 counties in the United
States. SESA also estimates the U.S. balance of payments. Publi-
cations are produced which contain all of these figures, in addition to
analyses of other key economic indicators, such as expenditures for
plant and equipment, business sales and inventories, and short- and
long-term economic trends.

The second type of program conducted by SESA involves periodic
censuses and surveys. Included in this category are the decennial cen-
suses of population and housing, which provide population data re-
quired by the Constitution every 10 years as a basis for apportioning
seats in the House of Representatives. Other periodic censuses cover
State and local government activities, agriculture, and business and
manufacturing.

A brief report on the 1970 census of population and housing may be
in order at this point, since we are just now approaching the end of
our publication program for that census. These publications represent
the greatest volume of printed reports issued for any census, and we
are completing the program several years sooner than was possible
following the 1960 census. The completion of the 1970 census work
mark two other major achievements.

First, the Census Bureau has recently completed and volunteered
to the public its own analysis of the accuracy of census coverage. It is
estimated that the rate of undercount in 1970 was 2.5 percent, or 5.3
million persons. This rate is an improvement over the 1960 rate of
9.7 percent and the 1950 rate of 3.3 percent. Credit is due to the staff
of the Census Bureau for undertaking a successful coverage improve-
ment program, and to the Congress for providing special funds for
this purpose.

Secondly. the availability of statistical information from the 1970
census has been greatly expanded since the previous census, through
the dissemination of summary computer tapes. These tapes contain
much more information than can be tabulated for printed reports, and
provide data users with the flexibility to do much of their own special
analvsis of census results. SESA has a Data Users Services Office
which concentrates entirely on techniques to increase the availability,
not only of census data, but from other ongoing statistical surveys.

The third type of program conducted by SESA is the reimbursable
program. I do not wish to dwell too long on reimbursable activities—



56

those which we do under the sponsorship of other Federal or State
agencies—since they vary widely from vear to year. I do feel that it
is significant to note, however, that the reimbursable activities of
of the Bureau of the Census increased by 25 percent between fiscal
vears 1972 and 1973. We are being called upon increasingly to serve
as collecting agents for other Federal statistics of major importance,
including data in the fields of housing, transportation, and consumer
buying. We have long had a joint program with the Bureau of Labor
Statistics to supply to them, through our Current Population Sur-
vey, the data on which official unemployment figures are based. We feel
that the effectiveness of the Federal statistical system and general
economy in Government operations are improved by efforts on the part
of other agencies to avail themselves of the experience and established
organization of the Census Bureau.

TIIE STATISTICAL PROCESS

Next, T would like to describe briefly the process through which the
Department’s statistics are collected. analyzed. and released to the
public. First, in establishing the need for specific statistical series, and
in planning an adequate program to meet that need, we receive guid-
ance and assistance from the statistical policy staff within the Office of
Management and Budget. All of our statistical program plans and
budget requests are discussed with and reviewed by that staff. We also
receive advice on statistical needs from the Council of Economic Ad-
visers, the Federal Reserve Board, and other policymaking agencies.
There is a thorough process of consultation with technical advisory
committees and interagency committees. We also study the reports and
comments of congressional committees, including, of course, this
committee.

The implementation of new programs is largely in the hands of the
technical and professional staff of SESA. Their decisions regarding
the design of questionnaires, tabulations, and publications are guided
by the stated needs of data users, as well as their own specialized ex-
perience. Much of the data collected annually or more frequently is
obtained from already existing samples. The design and maintenance
of these samples are carried out by experienced mathematical stat-
isticians. Survey questionnaires are handled by a field staff of more
than 1,500 interviewers. The information obtained through the nu-
merous current surveys is processed throngh a large and complex
electronic data processing system, which is supported by computer
programers and other experts in computer hardware and software.
In the Census Bureau, the processing activity requires the mounting
of approximately 5,000 reels of magnetic tape every 24 hours. The
data are edited, sorted, and tabulated in accordance with elaborate
and sophisticated specifications.

The compilation and release of current statistics is performed ac-
cording to definite, fixed schedules and formats. This is required by
OMB Circular A-91. Release dates are set in advance wherever possi-
ble, and these advance dates are published by OMB. In this way, users
can expect information on a regular and timely basis. Once the sum-
mary statistics become available internally, a press release is prepared.
This is usually a day or two before the scheduled release date.
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The press release is approved by the Director of the appropriate
Bureau, his Deputy, or an Associate Director. It is then transmitted
promptly to the Administrator of SESA, the office of the Assistant
Secretary for Economic Affairs, and the Department’s Information
office. The information is then given to the press without further
comment. After the data are transmitted to the Department, the tech-
nical staff responsible for the data gives the same information by
phone or messenger to their counterpart technicians in several Federal
agencies, including usually the Council of Economic Advisers, the
Tederal Reserve Board, the Treasury Department, and the Office of
Management and Budget. This entire process of gathering, compiling,
and releasing statistics is the same now as it was before the Social
and Economic Statistics Administration was established in January
1972,

IMPROVEMENTS IN STATISTICAL PROGRAMS

I would now like to discuss some of the improvements being made
in the statistical programs of the Department. In this area, we have
three broad objectives: To improve the timeliness, accuracy, and use-
fulness of the statistics we produce; to provide new statistical data
and services in response to new needs; and to improve the methods
and procedures by which we collect and compile statistical information.

In a sense, the objective of improving the timeliness, accuracy and
usefulness of the statistics we produce involves a neverending process.
There are always opportunities to further “fine tune” the process to
achieve small improvements in accuracy and timeliness, and most
of our progress is achieved in this way. However, the President’s
budget request for fiscal year 1973 placed a high priority on improv-
ing Federal economic statistics in general, and on extending and im-
proving the data base, accuracy and timeliness of the national accounts
and economic indicators, in particular. As a result, Congress increased
SESA’sbudget by $4,700,000 in current program areas.

Improvements now underway in this area include providing better
data on retail trade, strengthening the quality of the annual and
quarterly GNP estimates, and providing more meaningful data on
U.S. foreign trade. In the retail trade area, we have already achieved
a 50-percent reduction in the size of error due to sampling procedures
by changing to a different method of sampling. We are now planning
to further 1mprove the accuracy of these statistics through increased
cross-checking of the data collected. Since retail sales are used to
estimate about 30 percent of GNP, these improvements will have a
direct bearing on the provision of better GNP estimates.

SESA’s Bureau of Economic Analysis is also giving special at-
tention to improving its annual and quarterly GNP estimates by
utilizing new and improved source data and by strengthening its
estimating techniques. This effort will result, over the next few years,
in quarterly GNP figures which require less significant revision after
all of the data have been collected.

TIn the area of foreign trade statistics, we have initiated a project
to compile and issue import statistics on the basis of their full landed
value, including insurance and freight, as well as the more traditional
free-on-board (f.0.b.) value. While we had originally hoped to start
supplying import data on the new basis starting in July, we have run
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into some problems in agreeing upon workable definitions for de-
termining product values. We are working with OMB to resolve the
definitional problems, which also concern the Customs Bureau and
the Tariff Commission, and we are now planning to start publishing
statistics on the new basis by January 1974. o :

Our second broad objective is to provide new statistical data and
services in response to new needs. In this area, in fiscal year 1973 we
initiated a comprehensive survey of minority-owned enterprises as
part of our economic census program. This will provide data on the
economic characteristics of acknowledged minority groups, including
Spanish-speaking Americans, black Americans, and the American
Indian. The information will cover calendar year 1972, and it will be
available before June 1974. A comparable survey providing data for
1969 was conducted on a reimbursable basis in 1971.

In the fiscal year 1974 budget, we are proposing several additional
new programs, including: _ )

A survey to determine the capital expenditures and operating costs
incurred by industry and government for air and water quality control
and for solid waste management.

An annual survey to provide needed data on oil and natural gas.
including the location and type of wells, well depth, and drilling and
equipment costs.

Data needed by the Department of the Treasury to carry out the
revenue sharing program. Census is supplying data on revenues and
boundaries for each of the 38,500 eligible units under this program.
Funds to conduct this program in 1973 are being made available from-
Treasury.

The compilation and publication of a social indicators report which:
will cover such subjects as urban conditions, crime, population dis--
persion, education, health, and employment.

A survey, to be taken in 1975. to provide a mid-decade picture of the-
social and economic characteristics of the population. This will not
be a full census, but instead will be based on a sample of approximately-
1 million households.

Our third broad objective is to improve the methods and procedures:
which we use in conducting such programs. One of the most important
developments underway in this area is learning how to use, for statis--
tical purposes, administrative records already in the hands of the Fed-
eral Government. I am speaking now of income and social security-
records, in the main. )

An example of what can be done with such records is provided by-
the 1972 economic censuses, now in progress. About 60 percent of the
firms and establishments included in the economic censuses no longer-
have to fill out a questionnaire because the data we need is already
in Government hands. Furthermore, the majority of this 60 percent
are the small firms which find the task of ‘filling out census forms:
particularly burdensome. We are already working to extend this tech-
nique of using administrative records to our other programs. If the
1975 survey of the social and economic characteristics of the popula--
tion, which I mentioned a moment ago, is approved, much of the data
will be obtained using this technique. ’

A second significant innovation midway in its development is the-
Standard Establishment List, formerly called the Industrial Direc-
tory. When the list becomes operational in 1975, it will be a comput--



59

erized listing of approximately 714 million U.S. firms and their
establishments, updated annually. This listing will provide a common
frame for selecting statistical samples of establishments, and a single
source for determining and assigning industrial classification in ac-
cordance with the Standard Industrial Classification. We are also
considering legislation that will permit the list to be used to achieve
much greater comparability in statistical data collection and analysis
by various Federal agencies. ) ] .

Another proposed change, which we review as an improvement, is a
rescheduling of the census of agriculture so that it will coincide with
future cconomic censuses. This change will eliminate the need to recon-
cile data from the agricultural component of the economy with data
collected from the economic censuses at a different time. Legislation is
required to effect this change, and that legislation Las been requested
by the administration.

We are also aware of the recent Senate action on the farm bill, which
would require us to proceed with the 1974 census of agriculture as
originally planned. We believe that the needs for agricultural statis-
tics can be adequately met by a survey in 1974 and a full census in 1978,
as we have recently proposed in testimony before the Senate Post
Office and Civil Service Committee.

REORGANIZATION OF COMMERCE DEPARTMENT STATISTICAL ACTIVITIES

Seventeen months ago, on January 1, 1972, the Social and Economic
Statistics Administration was created by merging the Bureau of the
Census with the Office of Business Economics and by transferring
selected industry surveys from the Domestic and International Busi-
ness area. The intent of this reorganization was to broaden the Depart-
ment’s statistical goals, provide the managerial framework for
integrated planning and coordination of general purpose statistical
programs, and increase opportunities for professional career planning
and development.

While it is still too early to judge the success of the reorganization
comprehensively, I am personally satisfied that the new organization
is a significant improvement. It has enabled the Department to re-
spond more effectively to needs for new data. An improved level of
communication and cooperation has also been achieved between data
collection activities of the Bureau of the Census and data analysis
requirements of the Bureau of Economic Analysis, as they relate
to the Department’s program for providing general purpose statistics.
This has been accomplished largely through initiatives of SESA
management in general and most particularly, through the mechanism
of an SESA Technical Advisory Committee, which includes the top
managers of both Bureaus. The committee undertakes a monthly re-
view of progress and problems in this area and initiates corrective
action when needed. Also, project teams work closely together to plan
and implement new or revised programs that will benefit from their
joint efforts. The net result of these efforts has been reflected in more
fully integrated long range planning of programs in which both
Bureaus have strong interests.

In addition, the new structure has provided a logical place for cen-
tral review and clearance of all departmental requests to OMB for
approval to conduct public surveys. SESA has been assigned that re-
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sponsibility. The new organizational arrangement has also provided
a sensible and workable method for permitting the technical and pro-
fessional staffs of each Bureau to concentrate on the quality of data
production and analysis. At the same time, we have insured that the
Bureau Directors and their key professional staff participate fully
in broad policy development, and exercise full latitude with respect
to their technical areas of competence.

Ibelieve that the creation of SESA has already led to improvements
in our statistical activities, and I am confident that it will continue to
do so. The organizational structure of SESA will be under continuing
review, and we will not hesitate to recommend changes when they are
needed.

Thank you, Mr. Chairman.

Chairman Proxmire. Thank you, Mr. Secretary. We appreciate your
coming here. We invited the Secretary of Labor. He was out of town,
could not come, and I am delighted that you did arrange to come before
us.

You have a very, very vital statistical responsibility in the Depart-
ment of Commerce as I am sure you are well aware. At the same time,
there are a number of other statistical agencies in our Government
which also have great responsibility. As I understand it, you are
responsible for a whole series of data which occur in the economic
indicators for which we are in turn responsible—the Nation’s income
expenditures, and savings; gross national product; national income;
sources of personal income ; disposition of personal income, corporate
profits;” then new construction: housing starts; business sales and
Inventories: a number of other things. But you are not responsible, as
I take it, for the price statisties, at least the Consumer Price Index.

Secretary Dext. That is in the Bureau of Labor Statistics.

Chairman Proxyrre. The BLS has that responsibility, yes. And you
do not have the responsibility, or do you, for any of the unemployment
or employment statistics?

Secretary Dext. This is also in the Bureau of Labor Statistics.

Chairman Proxarre. That is Bureau of Labor Statistics, right. I
knew they had the principal responsibility. I thought you might have
some responsibility in there.

As I say, you do have very important statistics that are vital for
our judgment and the judgment of business.

Yesterday we had three outstanding witnesses, as I indicated in
my opening statement, and Mr. Duncan, who was chairman of a com-
mittee which inquired into the statistics and their validity and whether
or not they were being properly safeguarded from political influence,
suggested that the committee had specific suggestions as to criteria
for the people who would head the Census Bureau and as Adminis-
trator of the Social and Economic Statistics Administration.

These were the criteria that he felt they should meet. No. 1, mem-
bership in a professional statistical association for at least 5 years.

Now. I want to ask you to keep in mind the two most recent appoint-
ments, Mr. Failor and Mr. Barabba. Neither of these men had member-
ship in a professional statistical association for 5 years. Have they
ever had any membership in such an association ?

Secretary DeNT. Not to my knowledge.
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Chairman Proxyire. No. 2, the ability to make new contributions
to knowledge in the field of statistics or subject areas of the Agency
involved.

Now, I take it that that would require, perhaps not, but my conclu-
sion is that this would require some professional experience in the
field. For example, although members of this committee have some
interest and knowledge of statistics I doubt if we would be qualified
to make contributions to knowledge in the field of statistics of the
order that a competent professional could. Would you argue that
either of those men had that competence ?

Secretary DexT. Mr. Barabba is a proven expert in the use of com-
puter data and has lectured on this in a number of prominent places,
Harvard Business School, the John F. Kennedy Center at Harvard
as well as other places. He is a specialist in the field of marketing and
the use of statistical information and I think has a significant con-
tribution that he can make in this area.

Chairman ProxMire. In the use of computers.

Secretary DEnT. Yes, sir, and information that is computerized.

Chairman Proxmire. Now, how about Mr, Failor ¢

Secretary DexT. Mr. Failor served in the judiciary. He is an attor-
ney, an experienced businessman, and has served as an administrator
in Government.

Chairman Proxmire. Well, there are many, many positions in Gov-
ernment which he would adorn with considerable attractiveness but
I would think that this would be one of them. Would he be qualified
to make contributions in the field of statistics or subject areas? I am
not a lawyer myself but I have great admiration for lawyers and they
can do all kinds of things that puzzle me and are far beyond me but
one of them which T do not think they could even surpass my limited
ability in is in the area of contributing to economic statistical
information.

Secretary DextT. Mr. Chairman, your line of questioning follows the
assumption that one agrees that the statistical society is the one which
should establish the prerequisites for these jobs. I think you will find
that the American Medical Association would like to have as the head
of a hospital a man who has an M.D., but generally, we find that what
is required is an administrator.

We have reviewed the records of the Census Bureau and find that
only two out of six of the previous Directors of the Census Bureau could
be categorized as statisticians, and amongst these I think Richard
Scammon is a man of high reputation. He would not qualify as a
statistician. The statistical people are in the civil service in the De- -
partment. The men who administer SESA and who direct the Bureau
of the Census need to be responsible for the expenditure of over $100
million a year and the direction of 7,000 employees. Of the 7,000 em-
ployees in census, only 3 percent are mathematical statisticians. The
rest of them are field force, demographers, administrators, computer
specialists, economists, geographers, survey statisticians, social scien-
tists, engineers, clerical staffs, and consequently

Chairman Proxmire. Mr. Failor does not fall in any of those cate-
gories, does he?

Secretary DexT. Those are the people that are presently employed
in the Department.

98-504 O - 73 -5
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Chairman ProxmIRe. Yes.

Secretary DenT. And the point I am making is that those men upon
whom I must depend for the operation of this Department primarily
need to be administrators, men of sound and good judgment who can
oversee the work of specialists in this field, and—-

Chairman Proxmire. Well, Mr. Secretary, I would agree that you
would not have a statistician. You make a very good point, that we
have not had statisticians in these positions very often in the past.
However, professionals in many fields, including the fields you have
mentioned, might very well be qualified. But here you have a man who
has no professional qualifications.

The third point was national recognition in the professional field,
and I take it that Mr. Barabba might qualify to some extent but cer-
tainly Mr. Failor would not qualify in that respect, would he?

Secretary DENT. We are still on this subject with the wheels stuck
in the rut of accepting the statistical societies’ definition of the man
required for the job. We wanted a man with managerial skills and
business experience, preferably with a background in either market
research or statistics. Qur primary interest, after all, was to find, as
I have mentioned, someone who could manage this tremendous busi-
ness with $100 million and 7,000 employees each year.

I am fully aware of these recommendations made by the American
Statistical Association as well as the Federal Statistics Users’ Con-
ference. These recommendations were considered in reviewing the
candidates for the job and I believe that the criteria set forth for heads
of statistical agencies are too narrow.

As an example, as mentioned, only two of those who previously
served would fulfill their qualifications.

Nor do the criteria address the problem involved of managing the
Census Bureau where only 141 are mathematical statisticians, and
these are the people who conduct statistical research and develop new
methodology. Our annual budget for this is about two and a quarter
million of the total expenditures.

Chairman Proxmime. Let me interrupt to say I understand your
viewpoint. You see, I do think we have a different situation now than
we have had sometimes in the past. Because of what has happened—I
am not talking about Watergate, I am talking about what has hap-
pened within the statistical area of government, governmental opera-
tion, the interruptions of the press conference, the feeling on the part
of many people that the statistical interpretation has been biased more
than in the past, under these circumstances, it seems that it is good to
have an administrator but I cannot believe that among the thousands
of well qualified people, you cannot find anybody who is not a good
administrator as well as being a professional.

The fourth point was demonstrated professional achievement such as
evidenced by successful operation of major statistical projects, by
promotions to successively higher positions in a Federal statistical
organization, or working in a responsible statistical position in private
industry, education, nonprofit, or labor.

The reason for this was the feeling that you need a man who is
proud of his professionalism, who identifies his obligations to the pro-
fession, has a deep faith in the integrity of statistics, has a commitment
to the integrity of statistics, who is the kind of person who would
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deeply resent any kind of slanting or any kind of misinterpretation
and who would have a dedication to objectivity of an unusual kind.

Now, this is the kind of professionalism that insulates an adminis-
trator, it seems to me, from pressure from Democratic or Republican
administrations which, of course, have great interest in having the
statistics slanted so that they can gain advantage.

Secretary Dext. Mr. Chairman, I left private business after 25
years to join the Department of Commerce, and the commitment to
accurate statistics which you have described is one which I bring to
this Office, and the men who operate these agencies are directly respon-
sible to me. The prevention of any finagling with statistics 1s my re-
sponsibility and we are committed to see that there is no politicizing
or use of statistics for immoral or other purposes. I would point out
to you that it was our Department alone which tried to convince the
U.S. Senate that they should not put administration of the voter
registration bill—the matter of compiling lists for voting registra-
tion—in the Bureau of the Census for fear that this invasion of the
Bureau of the Census would be a trend toward the possibility of
politicizing that activity.

This legislation was adopted by a single vote, but for 2 years we
have resisted the concept solely on the grounds that it would go to the
Bureau of the Census.

Now, if the Senate wishes to pass it, fine, but our position was that
the Bureau of the Census should be kept totally free of political in-
volvement, and we felt that this bill tended to involve the Bureau of
the Census in the political procedure.

Chairman ProxMIre. Well, you may be right or wrong on that. I
am not asking about that. I am asking you about your response to the
professional organizations that have said that in their judgment, one
way of protecting the independence and the integrity of the statistics
1s to see that you have persons in these positions who are professionals.

Secretary Dext. Mr. Chairman, those professional organizations
are ascribed organizations of professionals with a relatively narrow
viewpoint in the statistical field. What I tried to get across is that in
selecting men for this position, we were seeking administrators and
that those people who deal in the narrow fields will take appropriate
places in the broad management and administration of the Bureau
and Department.

Chairman ProxMire. I just do not understand why it is that there is
a feeling on the part of many people who are successful in business
that somebody who is a professional cannot be a good administrator,
that you have to get somebody who is a lawyer or a businessman or
somebody who has something to do outside the profession, that you
cannot pick an administrator from within the professional
organizations,

Now, I went to Harvard Business School—as you may or may not
know—and then I went to Harvard Graduate School for a degree in
public administration, and I studied administration and I became
convinced that you did not have to have business experience in order
to be a successful administrator. We have many examples, as you know,
in Government of people who have been successful Presidents and have
been successful administrators in many respects, who have not had
a record of business experience.
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Secretary DENT. Senator, I could not agree with you more, but the
reverse is also true—that to run and administer this activity you do
not have to be trained narrowly in the statistical field or any other
special field.

Chairman Proxmire. I am not saying that they be trained narrowly.
I am simply asking that you have a professional person who has dem-
onstrated his competence in the statistical field, who understands it,
is devoted to it, and feels that is what he wants to do in life. He wants
to make sure that these statistics are developed as honestly, accurately,
comprehensively, and usefully as possible.

Secretary DENT. There is no need for a businessman for this po-
sition. What is needed is a person who can administer the overall
operation and depend upon technically competent people to conduct
their specialities within the broad area of operation of the Depart-
ment. It certainly is a commitment of this administration and the
Department of Commerce to see that sound statistics are produced.
We realize the importance of it domestically and internationally.

Chairman Proxmire. My time is up. I will be back.

Congressman Conable.

Representative CovasrLe. Thank you, Mr. Chairman.

Mr. Secretary, Senator Proxmire and I have discussions from time
to time about whether my study of medieval history or his study of
poetry qualifies us on this Joint Economic Committee. OQur back-
grounds are somewhat different from the responsibility we carry out
here. And the chairman, of course, is a man deeply committed to civil-
ian control of the military and I am sure that he would not come be-
fore us and advocate that a general become Secretary of Defense be-
cause of his skill in the field of military science.

Chairman Proxmire. Would the——

Representative CoxabLe. I will be glad to yield to the Senator.

Chairman Proxumire. I would have no objection at all provided he
was not as Mr. Haig, who was pulled in when he was still an active duty
officer. I think General Eisenhower who was a superb person and a
good President, I would not disqualify.

Representative Coxapre. That did not disqualify him as Com-
mander in Chief, I imagine.

Chairman Proxmigre. That is right, and I certainly would not dis-
qualify any person who had good experience in the military from
being Secretary of Defense.

Representative CoxasLe. The point I am making only is that pro-
fessionalism is certainly a desirable characteristic, but that you look
for different qualifications in different jobs and I understand your
position here and must say that I am somewhat floored by the dimen-
sion of your statistical efforts.

Could you say, Mr. Secretary, that in recent years the growth in the
statistical area has been more in the Department of Commerce than
in the Department of Labor, because you seem to have the dynamic
here in relation to the field of statistics. The Bureau of Labor Statistics

is functioning in a vital area, of course, but it seems to me that youhave -

taken on rather more new projects than they have. Can we expect this
kind of further proliferation in the statistical gathering, analysis,
and dissemination that is implicit in the budget you have reported to
us here?
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Secretary DExT. Mr. Conable, if I might, as an Administrator, I
would like to call upon a technical man to respond to that. Mr. Hagan,
who is the Deputy Director of the Bureau of the Census. I think it
well to get a professional response to the question.

Representative CoxaLe. All right.

Mr. Hagax. Thank you, Mr. Secretary.

Congressman, in response to that, I would have to state initially
that T would not presume to speak for the Department of Labor in
this case but I will identify the growth within the Department of
Commerce, Bureau of the Census.

The budgets requested for current statistical programs—these are
the annual, quarterly and monthly series—have increased almost two-
fold since 1969, from a base of $2114 million in 1969 to $38.8 million
currently under consideration as part of our appropriation request.

In addition to that, in the last 3 years particularly, we have had a
very substantial increase in the type of work that we perform for
other Federal agencies, and in this context, of course, there are sev-
eral notable programs I think that ought to be mentioned.

Some of these generate, of course, from legislative action by the
Congress. The Fiscal Assistance Act, the revenue sharing activity,
specifically identify the Bureau of the Census to be the source of cer-
tain data. This then triggers an additional data collection and tabula-
tion operation. The same is true of other types of reimbursable
programs.

Our activities in serving the Bureau of Labor Statistics in the con-
sumer expenditure survey is a major growth. It is true that our organi-
zation has grown—the workload has grown tremendously in the last
few years.

Representative ConaBLe. Mr. Secretary, I suppose almost all the
work, the statistical work, of your department now is computer-based,
is it not?

Secretary DExNT. Yes, sir, that is correct.

Representative ConaBre. And the growth of computer technology
coincident with the multiplication of human knowledge that has been
taking place permits a very great increase in the dissemination of sta-
tistical information compared to what might have been done 15 or 20
years ago, is that correct ?

Secretary Dent. No question about that, and the amount I men-
tioned, 5,000 reels of magnetic tape each 24 hours shows the vast use
and involvement of the computers.

Representative Coxasri. Well, then, I think probably we can expect
a further proliferation of statistical demand and statistical
opportunity.

Let me ask you: You mentioned in your statement the relationship
to OMB statistically. Where is the decision made for a new statistical
program, some new service to be provided? Is the ultimate decision
left with OMB? Is it the result of a request normally from Commerce
as a result of inputs that are made either from Government agencies
or from private groups with OMB making the ultimate decision as to
whether the financial commitment—I suppose once you start one of
these programs it is very difficult to stop it, and so there is a substantial
budget commitment made every time you start a new statistical

program.
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Is OMB the one who ultimately makes the decision

Secretary DexT. The recommendations for new programs come
either from within our department or from other agencies. The de-
velopment of the proposed program goes forward at the technical level
within our department. When the ultimate program is finalized and
we put a price tag on it, naturally we have to get approval from OMB
in order to adopt this and put it into effect.

Representative ConaBLe. Do you know anything about who makes
the decision over at OMB? Is it a statistician or administrator? Is it
decided politically ? Do you have any idea ?

Secretary DExT. Yes. The man in charge of statistical programs
until just this week was Mr. Julius Shiskin and he has just been nomi-
nated to be in charge of the Bureau of Labor Statistics. He is a
thorough-based statistician who is highly regarded in the profession.

Representative CoxaBrE. So he has been the one who has been at
least in recent times making decisions as to whether new statistical
programs are to be taken on, new statistical services are to be provided,
based on recommendations probably channeled through your depart-
ment argld frequently coming from other agencies. Is that the right

rocess ?
P Secretary De~t. That is correct and, of course, the recommendation,
if favorable, then goes before the Congress in the form of appropria-
tions requests.

Representative ConaBLE. Well, some of these requests for statistical
analysis come from the Congress itself, do they not? As I recall, the
revenue sharing bill provided a specific legislative mandate that cen-
sus data be upgradeé3 constantly for purposes of revenue sharing. Is
that not correct ?

Secretary DexT. We do get a good many mandates from the Con-
gress. As I mentioned earlier, there is pending in the Congress the
possibility that all voters in the Nation will have to be registered by
the Census Bureau if they are willing—or if someone is willing—to
send a postcard in their behalf to us.

Representative ConaBre. That is all for right now, Mr. Chairman.

Chairman Proxmire. Mr. Secretary, when Mr. Failor was appointed
to his position, and Mr. Barabba to his, you not only had men ap-
pointed who were not professionals and did not meet any of the cri-
teria proposed by the user agencies of statistics who seem to feel that
professionalism is desirable, but there were other elements. As T under-
stand it, Mr. Barabba had distinguished himself as a taker of Presi-
dential polls for the President. Mr. Failor had been active in CREEP,
which has more significance than just the fact that it is the letters of
the Committee To Re-Elect the President.

Representative CoxaBLE. They kept interesting records, too.

Chairman Proxmire. They certainly did. Yes. That is right.

Secretary DexT. Not statistically based.

Chairman Proxmire. On the basis of those records I presume he
was not appointed because those records were in such great shape. I
understand he worked under Mr. MacGregor and he worked against
Senator McGovern.

You see, when people are appointed who have this kind of a back-
ground I think it is more than simply not appointing professionals and
I would disagree very strongly with you in that respect. But when
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you also take people who have been as active as they have politically
and put them in this particular position under these circumstances at
a time when there has been great question about the reliability of inter-
pretation of economic statistics, I think that you really are asking for
criticism from a Democratic Congress and I do not think you should
be surprised that you are getting it.

Secretary Dext. Mr. ghairman, first of all, let me assume full re-
sponsibility as Secretary of Commerce for the accuracy and timeliness
of all the statistical reports that come out.

Secondly, you referred to Mr. Barabba’s participation. His firm
did in fact gain some opinion which was fed into the reelection of the
President efforts but this activity represented less than 10 percent of
his firm’s activity at that time.

The question of Mr. Failor has been raised several times and I think
1t quite important from his standpoint that I put into the record here
a background piece on him because having interviewed him, I think it
of some significance. :

Ed Failor joined the Bureau of Mines just 2 weeks after the tragic
coal mine explosion in Hyden Ky., in mid-January 1971. He came in
as Staff Associate to the Director of the Bureau. He immediately in-
itiated the preparation of rules and regulations setting up a badly
needed Office of Assessments and Compliance Assistance in the Bureau.
These regulations were published in the Federal Register 6 days after
he came on the job. This new office was devised to administer assess-
ment procedures for violations of the Federal Coal Mine Health and
Safety Act of 1969.

Mr. Failor assumed the role of Chief of this new office and guided
an extensive reorganization of the Bureau’s health and safety
operations.

Under his direction, assessment officers were recruited and a clerical
staff formed to process thousands—388,000—of unanswered violations
which had accrued during the first year of the Coal Mine Health and
Safety Act.

Chairman Proxire. Let me interrupt at that point because I think
it might be helpful for you to comment on the fact that Mr. Failor’s
work has been assessed by the General Accounting Office, an agency in
whose objectivity and competence most of us have faith, and here is
what they had to say about it. They said :

The Bureau’s management control system was not adequate to readily iden-
tify the status of cases and to provide data needed to identify and correct the
causes of processing delays.

Significant delays in referring cases for hearing and in conducting hearings
on cases disputed by mine operators resulted in a backlog of over a thousand
cases awaiting hearings.

From July to December 1971 the Department’s Office of Hearings and Appeals
resolved about 31 penalty cases a month. GAO estimated that, at this rate, it
would take over 214 years to resolve the hearings backlog of December 3, 1971.

Bureau officials stated that six statutory factors are considered in making
assessments. However, written guidelines had not been developed to aid the
assessors in considering the factors, the consideration given to each of the factors
by the assessors was not documented, and no such documentation was required.

GAO estimates that, as of November 3, 1971, there were 1,785 assessment
cases on which action shou'd have been taken. As of December 31, 1971, no col-
lection action had been taken on about 60 percent of these cases and action on the
remaining 40 percent had not been timely.

By December 31, 1971, the Assessment Office had filled only four of the 12
permanent assessor positions authorized under fiscal year 1972 appropriations
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because of problems in attracting qualified personnel and because of manpower
limitations imposed by the Civil Service Commission in August 1971. To sup-
plement the staff of assessors, mine inspectors were temporarily detailed to the
Assessment Office.

Tt is not a very distinguished record on the basis of analysis, as I say,
not by a partisan or critic of any kind but just a factfinding report by
the Comptroller General.

Secretary DExT. I think it important that this committee’s record
include the record of this man since he has been taken to task and I
would like to continue with it.

By the end of June 1971 the violation backlog had been assessed,
creating an immediate enforcement impact on the mining industry.
The fatality rate in the coal mines dropped 30 percent in 1971 (the
year of the lowest number of deaths in recorded history) from 1970.
Tn 1972 the rate fell again, setting another record low. Issuances of
notices of violations increased from 88,000 in 1970 to 75,000 in 1972.

Mr. Failor instigated other major changes within the Bureau of
Mines. He brought new, vigorous management into key positions. He
reorganized the district office operation and placed professionals in
leadership roles. He introduced a district managers’ training and
rotation plan. He reorganized the education and training system,
using professional educators and establishing training centers in the
mining regions in the Nation. The total of mine personnnel attending
training classes leaped from 33,000 in 1970 to 120,000 in 1971 and to
210,000 1n 1972,

In addition, Mr. Failor instigated procedures to reduce the time to
recruit, test, process, hire, and train coal mine inspectors from 32
months to 22 weeks.

Chairman Proxmire. May I ask you, Mr. Secretary—I am informed
by the staff that many of the statistics—much of the statistics you are
giving, not all of them, are not comparable. They are not statistically
sound because they come after an amendment that was adopted by the
Congress to change the statistical basis.

Secretary DExnT. I think it important that this man’s record be put
in the record and I would like to continue.

Representative Conanre. Mr. Chairman, let us have him put it all in.

Chairman Proxmire. How longisit?

Secretary DENT. It is another page and a half.

Chairman Proxmire. How long will that take you to read it—an-
other 10 minutes.

Secretary DeNT. Five minutes, maybe.

Chairman ProxMire. All right.

_Secretary DenT. The inspections more than doubled again in 1972,
rising to 58,000.

Mr. Failor discovered that the Bureau of Mines lacked a disaster
reaction system. He established a written emergency response system
giving the Bureau a systematic disaster reaction capability for the
first time.

Finally, Mr. Failor provided for the use of antomatic processing for
coal mine injury data, violations and assessments data, the training of
individual coal miners, and accident histories and accident analysis.

Mr. Failor’s successful efforts in improving the effectiveness of the
Bureau of Mines led to an “outstanding” rating and a citation from
the Director, which reads as follows:
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Mr. Failor joined the Bureau of Mines at an exceedingly difficult time for the
Bureau. This was in mid-January 1971, two weeks after the Hyden disaster
with all of its repercussions, and nine months after the time that Interior was
to begin assessing coal companies for violations of the 1969 Act. No assessment
machinery had been set up. Violations were being cited and piling up by the thou-
sands. The Bureau's Coal Mine Health and Safety program was near 4 chaotic
condition. Mr. Failor plunged into the problem, set up the necessary machinery,
was to a large extent responsible for getting the Bureau’'s Coal Mine Health
and Safety program settled down.

During the course of his career Mr. Failor also has served as vice
president of two private organizations—the Page Hotels in Dubuque,
Towa, and the Fred A. Niles Communications Centers, Inc. in Chicago.

Mr. Failor practiced law in Dubuque following his graduation with
honors from the college of law, State University of Iowa. He later
served as judge of the municipal court. He served as chairman of the
Towa Municipal Judges Association’s public relations committee and a
member of the public relations committee of the North American
Judges Association. He has served on various panels and has spoken
before groups in a legal and judicial capacity. He has coauthored a
book and written law-related articles.

In his community service Mr. Failor has applied his administrative
abilities to dozens of other activities. He has served as chairman of
many organizations in Dubuque, among them the Community Serv-
ices Planning Committee and its Survey Committee, the Salvation
Army Advisory Board, Dubuque Summer Festival, and the polio
vaccine project.

He has served as an officer or board director in Dubuque for the
United Fund, Dubuque Baseball, Inc., Economic Opportunity Agency,
Inc., and chairman of its liaison committee, We Care, Inc., J unior
Chamber of Commerce, and the YWCA.

He has contributed his abilities to the Northeast Towa Presbytery’s
Judicial Committee and has served as an officer to the local Ecumeni-
cal Lay Conference and as chairman of his church’s dedication
committee. .

He served as advisor to Dubuque’s Health Facilities Planning
Board and as amember of the Iowa welfare association’s legislative
committee, Clark College development council, and the chamber of
commerce’s industrial expansion committee.

He conceived the idea of the Dubuque Youth Council, and guided
its establishment.

As a result of these contributions, Mr. Failor earned his city’s high-
est civil award for outstanding leadership in community activities.
During his years of service in Dubuque he in fact has received every
award presented by the community for civic achievement. Other local
awards included the chamber of commerce’s distinguished civic serv-
ice award and the optimists’ outstanding service to youth award.

Chairman Proxummre. Obviously, my time is up, Mr. Secretary.

Mr. Conable.

Representative ConvapLe. Well, Mr. Secretary. I am not sure all of
that statement is relevant to Mr. Failor’s qualifications for the job
for which he has been nominated but I am interested, Mr. Chairman—
is this a preconfirmation hearing that you are holding on these people
at this point? Are these people confirmed yet in their jobs?

Secretary DexT. Mr. Barabba’s hearing is scheduled—he is acting-
designate so far. Mr. Failor’s is a secretarial appointment.
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Representative ConaBLE. So not subject to confirmation.

Secretary Dent. That is correct.

Representative Conasre. All right. T just wanted to be sure what
we are doing here. I am a little confused by it.

Well, I think the Secretary’s points that have been made about
qualifications for these people are relevant in terms of their mana-
gerial responsibilities. There is no question about it, that they will
have many statisticians under them as well as many other people of
different disciplines, and I suppose you understand also, Mr. Secre-
tary, that this is a matter—that the competence and accuracy of the
information coming from these massive statistical inquiries is a matter
of concern to the Congress and to the public as a whole. We have the
usual question of the right of the President and the Secretary to ap-
point people who in their view are qualified to perform the job as they
see it, and while it is perfectly appropriate for Congress to probe and
test, ultimately you are the one who has to work with these people and
you are the one who has to be responsible for their qualified functioning
inthe job.

I take it you are satisfied in your own mind that these people possess
the requisite qualifications.

Now, I am interested in the dramatic upsurge in the statistical
inquiry that is apparently appropriate for Government in this com-
plex society of ours, and I take it that we can anticipate a further
growth of the statistical wing of the Government in your Department
and elsewhere but particularly in your Department, and I urge you,
of course, to do whatever can be done to insure a high level of com-
petence and confidence in the output of your Department. And X am
sure that is what we are talking about here.

I do not have any specific questions, Mr. Chairman. I will turn it
back to you. ‘

Chairman Proxmire. Now, Mr. Secretary, I do have some questions.

Who prepared the document on Mr. Failor you just read, you, or Mr.
Failor or did the White House ?

Secretary DeNT. It was prepared in Mr. Turner’s operation and in-
cluded information that we have on his background which was used
prior to his coming on board.

Chairman ProxMire. You were really pulling our leg a little bit,
were you not, when you read that whole thing and told us that he was
active in the junior chamber of commerce, that he was dedicated to his
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church and that he had gotten this outstanding rating? An outstand-
ing rating for a man in that position is about the same as getting an
“A” if you are a graduate student. I think all the graduate students
I knew when I was at Harvard, with a total of hundreds of grades,
there were only three or four “B’s” given to all of them, aggregate.
Everybody gets an outstanding rating unless they are fired and some
of those fired are given an outstanding rating. It has all the distine-
tion of appearing in the telephone book.

Secretary Dent. Mr. Chairman, when a man’s name is spread across
the record in a detrimental way I will do everything I can to see that
facts about him personally——

Chairman ProxmIre. Mr. Secretary, I have said nothing about the
character of Mr. Failor, about his decency or——

Secretary Dent. His qualifications have been challenged.

Chairman Proxmire [continuing]. Dedication to his church or dedi-
cation to his principles. What I have talked about is his qualifications
for this particular office and this man in my opinion, is wholly un-
q}tllaliﬁed. We do not have a chance to pass on him. We do have a
chance to pass on his subordinate, Mr. Barabba, for the Census Bureau.
Would you object to having Mr. Failor up for Senate confirmation ?
In your view, would that be wrong in view of the great authority and
power he has and the importance of his position ?

Secretary DExT. The job is not subject to Senate confirmation.

Chairman Proxmire. I am not asking that. It is not subject but
would you not agree that this kind of office should be subject to Senate
confirmation ?

Secretary DEnt. This is a judgment that is beyond the immediate
point. I am sure that his qualifications are strong and, Mr. Chairman,
I would like also to point out that the part of the GAO report that you
read was not the full report. It was taken out of context, and there were
no allegations of negligence on Mr. Failor’s part contained in either
thg findings or the recommendations of the GAO report to which you
refer.

Chairman Proxmire. Well, I think what I read from the GAO
report was fair but I think you make a good point, that I did not read
the entire report, and without objection, the entire report, which is
not very long, will be printed at this point in the record so that it
can be available to those who would like to review it.

[The GA O report referred to follows:]
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COMPTROLLER GENERAIL. OF THE UNITEb STATES
WASH AWGTOR, D.C. 29548

B-170686
Dear Mr, Chairman:

In response to your request of September 24, 1971, this is our re-
port on improvements needed in the assessment and collection of penal-
ties under the Federal Coal Mine Health and Safety Act of 1969, as ad-
ministered by the Bureau of Mines, Department of the Interior.

Our principal observations are summarized in the digest at the
beginning of the report. We have not obtained formal comments
from the Department of the Interior on these matters.

Your office requested that we compare the procedures used by
other Government agencies in assessing and collecting penalties for pro-
grams that are similar to the Department's program. There were no
similar programs which we considered suitable for comparison purposes,

On March 2, 1972, a group of coal mine operators filed a com-
plaint for injunction and declaratory judgment against the Secretary of
the Interior and responsible Department officials in the United States
District Court for the District of Columbia. Included in the complaint
were allegations concerning the methods and procedures used by the Bu-
reau in applying six statutory factors to each violation, Some of these
allegations relate to the matters discussed in chapter 4 of this report.
Therefore, we wish to point out that public disclosure of the contents of
chapter 4 could possibly prejudice the Government's case. Any addi-
tional release of this remort wi'l be made only uoon your agreement.

Sincerely yours,

s (7.

Comptroller General
of the United States

The Honorable Henry S. Reuss
Chairman, Conservation and

Natural Resources Subcommittee
Committee on Government Overations
House of Representatives

98-504 O -73 -8
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- IMPROVEMENTS NEEDED IN THE ASSESSMENT

AND" COLLECTION OF PENALTIES--FEDERAL
COAL MINE HEALTH AND SAFETY -ACT OF 1969
Bureau of" Mines

Department of the Interior B-170686

At the-request of the Subcommittee Chairman, the General Accounting Office

" (GAO) reviewed the Department of the Interior's iniplementation of the civil

penalty provisions of the Federal Coal Mine Health and Safety Act of 1969.

The request was concerned particularly with timely and efficient assessment
and collection actions and the consideration given to six statutory factors in
assessing civil penalties for violations of the mandatory Federal health and
safety standards by coal mine operators and miners.

GAO did not obtain formal comments from the'Departmentndf'the Interior on
these matters.

Background

The act and its implementing regulations provide certain procedurés for the
assessment and collection of penalties. ~The procedures include consideration
by the Bureau of Mines of six statutory factors (see p. 24), a mine opera-
tor's)right to protest a penalty, and his right to a public hearing. (See

p. 6. ’

From April through November 1970, the Bureau was restrained by a court order
from, among other things, assessing penalties in accordance with a penalty
schedule published by the Department. The Bureau's 0ffice of Assessment and
Compliance Assistance began assessing penalties in February 1971 and, as of
December 31, 1971, had assessed penalties totaling $12.5 million. This amount
was reduced by $2.7 million through amending or vacating assessment orders

and by $1.4 million through collecting penalties, leaving an outstanding bal-

“ance of $8.4 million as of December 31, 1971. (See p. 8.)

FINDINGS AND CONCLUSIONS

" Assessment delays

GAC sampled assessments and found that (1) about 4 months elapsed from cita-

- tion of a violation by a mine inspector to assessment of "a penalty and (2)

about 10 weeks elapsed from the request for a hearing by a mine operator to

ETearShcet 1 v JULY 5. 1 9 7 2
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the referral to the Solicitor's Office for initiation of the hearings pro-
cess by the filing of a petition with the Department's Office of Hearings
and Appeals. (See p. 10.)

The Chief of the Assessment Office stated that, although the initial back-
Tog of violations awaiting assessment was eliminated by June 1971, the time
required for processing violations resulted in further backlogs and time
lapses in assessing penalties through most of 1971. He stated that after
January 1972, all violations were assessed within 30 days of receipt by the
Assessment Office.

This 30-day period was not comparable to the 4-month average mentioned above
because it did not include the time from the citation of the violation to
the time of receipt by the Assessment Office. GAO did not verify the 30-day
assessment time.

The Bureau's management control system was not adequate to readily identify
the status of cases and to provide data needed to identify and correct the
causes of processing delays. (See p. 13.)

Because the Bureau was making changes in its management system at the time
of GAO's review, GAO was not able to evaluate how well the system will meet
management's needs.

The Assessment Office has taken actions which have resulted in

--eliminating the large initial backlog of violations awaiting penalty as-
sessments,

--decreasing the percentage of cases in which penalties are reduced as a
result of protests from mine operators, and

--2ncreasing ghe amounts of penalties assessed against mine operators.
See p. 16.

Hearings de

Significant delays in referring cases for hearings and in conducting hear-
ings on cases disputed by mine operators resulted in a backlog of 1,062 cases
awaiti?g hearings {$2.8 million in assessments) by December 31, 1971. (See
p. 21,

From July to December 1971, the Debartment's Office of Hearings and Appeals
resolved about 31 penalty cases a month. GAO estimated that, at this rate,
it would take over 2-1/2 years to resolve the hearings backlog of Decem-
ber 31, 1971.

The Director of the Hearings Office believes that proposed changes in the
regulations will expedite disposition of the cases. Also, action is being
taken to hire more hearings examiners and attorneys to process the backlog.
GAO believes that, within a reasonable time after implementing the corrective
actions, the Department should evaluate their effectiveness. (See p. 23.)
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Consideration of factors required by law

Bureau officials stated that six statutory factors are considered in making
assessments. However, written guidelines had not been developed to aid the
assessors in considering the factors, the consideration given to each of the
factors by the assessors was not documented, and no such documentation was
required. (See p. 24.)

GAO believes that written guidelines defining the factors and the considera-
tion and weight that should be given to each factor would (1) assist the as-
sessors in considering the factors, (2) help provide uniform consideration

of the six factors, and (3) facilitate evaluation of assessor performance.
Assessors should be required to document in the Bureau's files the considera-
tion given each factor in assessing a penalty. (See p. 28.)

Although the six factors must be considered, a description of how the factors
were applied in determining a specific penalty is not required in the pro-
posed order of assessment sent to a mine operator. However, the guidelines,
as recommended by GAO, should be made available to the mine operators so that
they would have a better basis for understanding how penalties are assessed.

On March 2, 1972, a group of coal mine operators filed a complaint for in-
junction and declaratory judgment against the Secretary of the Interior and
responsible Department officials in the District Court of the United States
for the District of Columbia. Among the matters included in the complaint
were allegations concerning the methods and procedures used by the Bureau in
applying the six statutory factors to each violation. Some of these allega-
tions relate to the matters discussed above. Therefore, public disclosure
of the contents of chapter 4 of this report could possibly prejudice the
Government's case.

Limited collection results

GAO estimates that, as of November 30, 1971, there were 1,785 assessment
cases on which collection action should have been taken. As of December 31,
1971, no collection action had been taken on about 60 percent of these cases
and action on the remaining 40 percent had not been timely. (See p. 33.)

The Chief of the Assessment Office stated that primary efforts have been,
and continue to be, directed toward assessment of penalties. (See p. 34.)

The Federal Claims Collection Act and its implementing standards, issued
jointly by the Department of Justice and GAO, are applicable to the collec-
tion of civil penalties under the Federal Coal Mine Health and Safety Act
of 1969. (See p. 36.)

The standards implementing the Federal Claims Collection Act provide that

prejudgment interest cannot be demanded or collected on civil claims unless
the statute under which the claim arises authorizes the collection of such

Tear Sheet 3
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interest. Since the Federal Coal Mine Health and Safety Act of 1969 contains
no such authorization, the Bureau cannot charge interest for late payment of
civil penalties. (See p. 31.)

Staffing of Assessment Office

By December 31, 1971, the Assessment Office had filled only four of the 12
permanent assessor positions authorized under fiscal year 1972 appropriations,
because of problems in attracting qualified personnel and because of manpower
limitations imposed by the Civil Service Commission in August 1971. To sup-
plement the staff of assessors, mine inspectors were temporarily detailed to
the Assessment Office. (See p. 39.)

The Assessment Office began developing plans in November 1971 to decentralize
the assessment operation by establishing four field offices. Officials be-
lieved that this decentralization would assist them in attracting qualified
personnel.

RECOMMENDATIONS OR SUGGESTIONS

The Director, Office of Survey and Review, should be given the responsibility
to: .

--Determine whether the revised management system is effective in meeting
management's needs, after the system has been in operation for a reason-
able period. {See p. 20.)

--Evaluate the effectiveness of the actions planned to achieve speedy pro-
fessing of §ases, after they have been implemented for a reasonable period.
{See p. 23.

The Director, Bureau of Mines, should be required to:

--Issue guidelines defining each of the six factors and describing the
consideration and weight that should be given each factor in determining
the amount of a penalty. (See p. 28.

--Make the guidelines available to mine operators. (See p. 28.)

--Provide for adequate documentation by the assessors in the Bureau's files
?f the cons;deration and weight given each factor in assessing a penalty.
See p. 29.

--Give the same priority to collecting penalties as that given to assess-
ing penalties. (See p. 38.
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CHAPTER 1

INTRODUCTION

Pursuant to a request dated September 24, 1971, by the
Chairman of the Conservation and Natural Resources Subcom-
mittee of the House Committee on Government Operations and
agreements reached with the Chairman's office, we have
reviewed the implementation of the civil penalties provi-
sions of the Federal Coal Mine Health and Safety Act of
1969 (30 U.S.C. 801) by the Bureau of Mines, Department of
the Interior, The request was concerned particularly with
the timely and efficient assessment and collection actions
and the consideration given to six statutory factors in
assessing civil penalties. We did not obtain formal comments
from the Department of the Interior on these matters.

In an earlier report (B-170686, May 13, 1971) to the
Subcommittee on Labor, Senate Committee on Labor and Public
Welfare, the General Accounting Office (GAO) discussed problems
in implementing the Federal Coal Mine Health and Safety Act
of 1969. Before passage of this act, the Bureau carried out
a coal mine inspection and investigation program under the
Federal Coal Mine Safety Act of 1952. The 1969 act repealed
the 1952 act and placed increased responsibilities on the
Bureau, including the assessment and collection of civil
penalties for violations by coal mine operators and miners
of the mandatory health and safety standards.

The stated purposes of the 1969 act are to (1) establish
interim mandatory health and safety standards and direct the
Secretary of the Interior to promulgate improved mandatory
health and safety standards to protect the Nation's coal
miners, (2) require that each coal mine operator and miner
comply with such standards, (3) cooperate with and provide
assistance to the States in developing and enforcing effec-
tive State health and safety programs, and (4) improve and
expand, in cooperation with the States and the coal mining
industry, research and development and training programs
aimed at preventing coal mine accidents and occupational
diseases.

In carrying out its responsibilities under the act,
the Bureau conducts investigations and inspections to

S
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determine the extent of compliance with the mandatory health
and safety standards which have been issued by the Secretary
of the Interior, issues violation citations, assesses and
collects penalties from miners and mine operators who violate
the law and regulations, and establishes and conducts edu-
cation and training programs to improve health and safety
conditions and practices in mines.

PENALTY PROVISIONS OF THE ACT

The act authorizes the Secretary to assess civil penal-
ties against coal mine operators for violations of health
and safety standards. The maximum penalty for each violation
by a mine operator is $10,000. Any miner who violates the
mandatory safety standards related to smoking or the carrying
of smoking material underground is subject to a maximum
penalty of $250 for each violation,

The act provides that a civil penalty be assessed only
after the person charged with a violation has been given an
opportunity for a formal hearing. If the person against whom
a civil penalty is assessed fails to pay the penalty within
the time prescribed, the Secretary is required to file a
petition for enforcement in any appropriate district court
of the United States.

The act provides for a fine and/or imprisonment for a
mine operator who willfully violates a mandatory health and
safety standard or knowingly does not comply with an Order
of Withdrawal, which closes all or a portion of a mine until
the violation is corrected.

CURRENT IMPLEMENTATION OF PENALTY PROVISIONS
OF THE ACT

On January 16, 1971, the Secretary published regulations
in the Federal Register, which established new procedures
for the Bureau to follow in assessing civil penalties for
violations of the act. During January 1971 the Bureau's
Office of Assessment and Compliance Assistance was estab-
lished in Washington, D.C., to assess and collect civil penal-
ties. A description of the procedures provided for in these
regulations and the Bureau's implementation follows.
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The Bureau has nine coal mine health and safety districts
which are responsible for conducting coal mine inspections
and issuing citations for violations of the act, A citation
consists of either (1) an Order of Withdrawal or (2) a Notice
of Violation which informs the mine operator of the violation
found and states a time by which the violation must be cor-
rected. If the mine operator does not correct a violation
cited on a Notice of Violation within the required time, or
as extended, the act provides that an Order of Withdrawal
shall be issued.

After the mine operator has been notified of the viola-
tion and has corrected it, the violation order or notice and
information on its correction is forwarded by the mine health
and safety district office to the Assessment Office. An
assessment officer evaluates the violation and determines
‘the amount of the penalty. The Assessment Office sends a
proposed order of assessment to the mine operator, which
cites the health or safety standard violated and the amount
of the proposed penalty.

The mine operator has 15 working days, after receipt of
the proposed assessment order, to pay the penalty amount,
protest the assessment, or ask for a formal hearing. When
a mine operator fails to respond to the order within the
15 days, his right of protest and his right to a formal
hearing are considered waived and the proposed order becomes
the final order of the Secretary.

Any protest by the mine operator must be in writing and
should contain his reasoning on why a penalty should not be
imposed or why it should be reduced. The mine operator may
request a meeting with an assessment officer to discuss the
protest, Upon receipt of a protest an assessment officer
reviews the protest and amends (reduces the amount of the
penalty), affirms (sustains the penalty amount), or vacates
(voids the penalty amount) the proposed assessment order and
notifies the mine operator accordingly.

If a penalty amount is proposed after the review of the
protest by the Assessment Office, the mine operator has 15
working days from receipt of the amended or affirmed assess-
ment order to either pay the assessment or ask for a hearing.
Failure to respond within the 15 days results in the proposed
assessment order's becoming the final order of the Secretary.

7
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When the mine operator fails to pay the penalty, the
Assessment Office follows procedures established to imple-
ment the Federal Claims Collection Act (31 U.S.C. 951) and
the regulations issued thereunder (4 CFR 101). Continued
failure to pay will result in the assessment order's being .
forwarded through the Department's Office of the Solicitor
to the Department of Justice for enforcement in a district
court of the United States.

When the mine operator requests a formal hearing, a
petition listing the violations cited against the operator
is filed by the Solicitor's Office with the Department's
Office of Hearings and Appeals and the operator is notified
that he must file a response giving his position on each
violation cited in the petition within 20 days. The hearings
are conducted by hearings examiners within this office. The
mine operator may appeal the hearing decision to the Hearings
Office's Board of Mine Operations Appeals, The Board's
decision completes the administrative remedies available to
the mine operators.

Penalty amounts collected are processed by the Bureau's
Division of Finance, and assessment and collection data are
compiled by the Bureau's Division of Automatic Data Process-
ing, both of which are located in Denver, Colorado.

PENALTY ASSESSMENT STATISTICS

Records indicate that, during the period January 16
through December 31, 1971, the Bureau assessed mine operators
penalties totaling about $12.5 million for approximately
68,000 violations, involving 4,984 cases. A case consists
of any number of violations for a mine that are assessed at
one time, ’

The $12.5 million of assessments was reduced by about
$2.7 million through amending or vacating assessment orders.
Of the remaining $9.8 million, approximately $1.4 million
had been collected, leaving a balance outstanding at
December 31, 1971, of about $8.4 million. The status of the
$8.4 million balance was, as follows:
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Awaiting reascessment actions, possible
protests, or requests for hearings

Awalting hearings or final Hearings
OZfine decisions

Collection -actions started or pending

Total

$2,500,000

2,800,000

3,100,000

$8,400,000
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CHAPTER 2

ASSESSMENT AND PENALTY REVIEW

BY THE BUREAU OF MINES

Delays occurred between (1) the time that mine inspec-
tors cited mine operators for violations and the time that
the proposed assessment orders were issued by the Assessment
Office and (2) the time that mine operators requested hear-
ings on disputed assessment orders and the time the Assess-
ment Office referred these cases to the Solicitor's Office.

The Bureau did not have a management control system
capable of readily identifying the status of cases requiring
assessment action and providing information which, we believe,
it needed to identify and correct the causes of processing
delays.

Certain actions were taken by the Assessment Office
which resulted in (1) eliminating the large initial backlog
of violations awaiting penalty assessments, (2) decreasing
the number of penalties reduced as a result of protests from
mine operators, and (3) increasing the average amounts of
penaliies assessed against mine operators.

Tn reassessment of protested cases, mine operator pro-
tests generally were received within 30 days after the pro-
posed assessments were mailed and the majority were processed
within 30 days of receipt.

DELAYS IN ASSESSING PENALTIES
AND PROCESSING CASES

On March 28, 1970, the Secretary established procedures
for assessing civil penalties under the 1969 act. In general
the procedures provided that penalties for violations could
be paid by the mine operator in accordance with a penalty
payment schedule included in the regulations. If voluntary
payment was not received from the mine operator within 30
days, an assessment of penalties was to be made by the Board
of Mine Operations Appeals. The Board was required to assess
a penalty after considering certain factors specified in the
act.

10
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On March 30, 1970, the Bureau began making inspections
and citing violations under the new law. In April 1970 a
U.S. district court issued an order which restrained the
Secretary from, among other things, assessing penalties and
accepting payment in accordance with the penalty schedule
published in the March 28, 1970, regulations. The court or-
der, however, did not prohibit the Secretary from initiating
proceedings with the Board for the assessment of penalties.

During the period of the temporary restraining order,
mine inspections continued and violation citations were is-
sued. Violation citations, however, were not filed with the
Board for the assessment of civil penalties.

The restraining order was dissolved on November 11,

- 1970, and on January 16, 1971, the Department issued revised
regulations and established new assessment procedures. As
violations had been cited but not assessed since May 1970,
the Assessment Office, which was established in January 1971,
began with a backlog of about 39,000 violations and there
was a lengthy time lag between the citation of violations
during 1970 and their assessment in 1971.

Although, according to an Assessment Office official,
the initial backlog was processed by June 1971, Bureau re-
cords indicated that, as of December 31, 1971, there were
about 24,000 additional violations (10,000 of which were in
district offices and, therefore, could not have been as-
sessed) cited that had not been assessed.

We found that the Bureau continued to take a long time
to assess a penalty for a violation. For a sample of 65 as-
sessment casesl containing 746 violations, the average time
between citation of the violation by the mine inspector and
the issuance of a proposed assessment order was 129 days,

1A statistically random selection was made of 100 mines for

which there was a total of 190 assessment cases from Janu-
ary through November 1971. The 65 cases cited above rep-
resent all the cases within the 190, in which the viola-
tions were dated after January 1971.

11
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ranging from 23 to 279 days. The 129 days includes time
given the mine operator to correct the violation, as well
as district office and Assessment Office processing time.

The Chief of the Assessment Office stated that, although
the initial backlog was eliminated by June 1971, the time
required for processing it resulted in a further backlog of -
new violations awaiting penalty assessment and caused time
lapses in assessing penalties through most of 1971. As of
February 18, 1972, the number of unassessed violations in the
Assessment Office was down to 5,800. After January 1972 all
violations were being assessed within 30 days of receipt by
the Assessment Office. We were not furnished any documenta-
tion in support of the statement by the Chief of the Assess-
ment Office. The 30-day processing time cited by the Chief
is not comparable with the 129 days in our sample because
the 30-day period does not include the time from the citation
of the violation to the time of receipt of the violation
citation by the Assessment Office. Because we completed our
fieldwork in January 1972, we did not develop more recent
information on the assessment of penalties.

From the time of its establishment in January 1971
through December 31, 1971, the Assessment Office referred
1,078 disputed assessment cases to the Solicitor's Office
for hearings. As of December 31, 1971, 169 disputed cases
comprising 3,400 violations awaited referral by the Assess-
ment Office to the Solicitor's Office.

Our analysis of 50 casesl referred to the Solicitor's
Office as of November 12, 1971, showed that the average time
from the date of the mine operator's request for a heaying
to the date the case was referred to the Solicitor was about
10 weeks, ranging from 2 to 31 weeks.

According to the Chief of the Assessment Office, pri-
mary efforts have been, and continue to be, directed toward
assessment of penalties and attempts to collect penalties

1The 50 cases represent cases randomly selected from the 674
cases the Bureau records showed had been referred to the
Solicitor's Office as of November 12, 1971.
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and refer cases for hearings have been secondary. He did
not consider 10 weeks an excessive time for referring cases
for hearings. The work in preparing a case for referral was
generally of a routine nature and consisted of (1) assem-
bling and duplicating all withdrawal orders, violation no-
tices, abatement notices, and time extensions on the case,
(2) preparing a form letter, one copy of which went to the
mine operator and the other to the Solicitor's Office, and
(3) checking to ensure that all required documents had been
duplicated.

Adequate system needed to identify
delays and cases requiring action

Information to identify causes of delays in the penalty
process was generally not readily available at Bureau head-
quarters, either because the information was not maintained
or because the only source was several separately maintained
records that were not always current or complete. Until in-
formation of this nature is available, responsibilities for
delays and the specific corrective actions needed to expe-
dite the assessment and collection of penalties cannot be
readily determined at Bureau headquarters.

The .previously mentioned average of 129 days for as-
sessing violations involved action by several groups of
people. Because data was not available at Bureau head-
quarters to show the time taken for correcting the viola-
tions, for processing violations in district offices, or for
assessing penalties at the Assessment Office, the responsi-
bilities for delays could not be determined.

A Bureau official advised us that statistics were being
developed on violation correction time. -According to this
official, although there were no time standards for correct-
ing violations, his office, on the basis of general knowl-
edge, had advised certain field activities that times per-
mitted for correction had been too liberal. The Chief of
the Assessment Office stated in April 1972 that all viola-
tion citations were then being time stamped upon receipt.
Such action would allow the Assessment Office to determine
the time it took to assess a penalty.
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Information to identify Assessment Office delay prob-
lems in processing disputed cases and cases requiring col-
lection action (see chap. 5) was also not readily available.
Under procedures established prior to October 1971, a time-
consuming examination of several records was necessary to
ascertain the status of -each case and to determine the pro-
cessing action required. Also, an official stated that the
currency and completeness of the information contained on
some of these records were questionable.

To correct these deficiencies, the Assessment Office
implemented a new control system in October 1971, which
provided for manually entering on one record all actions .
taken on each case from the date the violation citations
were received from the mine health and safety district of-
fices. This manual system included the individual status
of disputed cases and collection cases assessed in October
and subsequent months. The cases assessed before October
were not initially included in the new system; however, by
March 1972, according to the Chief of the Assessment Office,
these cases were included in the system.

Data accumulation under the new manual system was an
improvement because individual case status was identified
on one record. However, a card file had to be used to
locate a case in this record and another card file was main-
tained to identify the date and the type of action next re- -
quired by the Assessment Office for each case.

The Chief of the Assessment Office stated in April 1972
that the new manual system had been redesigned to utilize
only one control card for each case. A time-consuming ex-
amination of all case cards under the new manual system
would be necessary to provide summary information which, we
believe, is needed by management on a periodic basis--such
information as the number and dollar amount of cases subject
to collection, the number of cases in which hearings have
been requested, the age of the cases requiring action, the
timeliness of collection and referral actions taken, and the
results achieved from various collection actions.

The Bureau established an automated system for process-
ing data on the assessment actions taken by the Assessment
Office. However, Assessment Office officials decided that
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the system was not adequate for controlling the status of
assessment cases and for providing summary information.
Therefore during November 1971 the Bureau began revising
the content and format of the system's output reports and
included provisions for case status information. Because
the revised system had not been fully developed at the com-
pletion of our review in January 1972, we were not able to
evaluate its potential effectiveness in meeting management's
needs.

15
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AGENCY ACTION TO REDUCE INITIAL ASSESSMENT
BACKLOG, DECREASE THE PERCENTAGE OF
PENALTIES AMENDED, AND INCREASE

AMOUNTS OF PENALTIES

Certain actions were taken by the Assessment Office
which resulted in eliminating the initial backlog of viola-
tions awaiting penalty assessment, decreasing the percentage
of cases 'in which the penalties were reduced as a result of
protests from mine operators, and increasing the average
amounts of penalties assessed against mine operators.

Initial backlog of violations eliminated

Action was taken to eliminate the backlog of 39,000
violation citations that existed when the Assessment Office
was established in January 1971. According to an official,
the 39,000 violations had been processed by June 1971. Rec-
ords show that no penalties were assessed for about 12,000
of these violations primarily because, when they occurred,
the mine operators generally lacked equipment and technical
personnel. Of the remaining violations, about 10,000 were
assessed penalties in February 1971, about 13,000 in March
1971, and the balance later.

Reduction in percentage
of cases being amended

Beginning with cases assessed in May 1971, there was a
significant decrease in the percentage of cases in which the
penalties were reduced by the Assessment Office after con-
sideration of protests submitted by the mine operators. We
analyzed Bureau data on the 3,578 cases which had been as-
sessed from February through September 1971 and found that
most cases which had been amended were initially assessed
from February through April 1971.

Bureau statistics of April 1, 1971, which were fur-
nished to the Subcommittee by the Department, indicated that
94 percent of the cases assessed as of April 1, 1971, were
amended. Analysis indicated that the percentage of cases
amended decreased from 74 percent for the 901 cases ini-
tially assessed in March 1971 to about 19 percent for 1,760
cases initially assessed from May through September 1971.
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Causes for the large number of protests and amendments
concerning cases assessed from February through April 1971
cannot be definitely established because of a lack of docu-
mentation. Our review of .protests and our discussions with
Assessment Office officials indicated that the causes were
in two general categories.

~--During the early months when violations were first
being cited, there was considerable confusion con-
cerning the implementation of the provisions of the
act on the part of both mine operators and Bureau in-
spection and assessment personnel. Assessment offi-
cials indicated that they considered this early period
a learning period for the mine operators,

-~Assessments for violations cited within the first year
were based on a penalty schedule generally higher than
those in effect when the violations had been cited,
and assessments were generally higher than had been
anticipated by the mine operators,

The Chief of the Assessment Office gave the following -
reasons for the continued protests on proposed assessment
orders, C

1. An operator's attorney wishes to raise a legal point
on some matter which he feels the inspector has not
considered.

2, The operator feels that he has a sufficiently good
case to obtain a reduction in the proposed penalty.

3. The operator wants to avail himself of every oppor-
tunity to have his assessments reduced.

Penalty schedule problems resolved
and average penalty amount per
violation increasing

On January 16, 1971, the Secretary established a new
schedule for assessing penalties under the act. The chief
assessment officer informed us that an informal schedule was
used for assessing violations cited by the mine inspectors
before April 1, 1971. The informal schedule provided, in

17
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general, for lower penalty amounts than the official -
schedule. . .

Analysis of penalty amounts initially assessed by ‘the
Assessment -Office from February through November 1971 showed
that the average assessment per violation issued (1). from
February through July ranged from a low of about $60 to a
high of about $160 and (2) from August through November
ranged from a low of about $265 to a high of about :$360.

In the absence of complete documentation, precise rea-
sons for the increase in the average penalty amount could not
be ascertained. We believe, however, that the change may be
attributed primarily to the following factors.

__The assessments made during the earlier months were
for violations cited before April 1, 1971, and were
assessed at the lower rates contained in an informal
penalty schedule. Violatioms cited on or after
April 1 were assessed at the higher rates provided
for in the official penalty schedule.

—-According to -the chief assessment officer, beginning
with violations cited in April 1971, the past history
of violations by the mine operators was taken into
consideration; thus, later assessments for repeated
violations showed increases in the penalty amounts.

HANDLING OF PROTESTS

The Assessment Office considers receipt of the protest
within 30 calendar days after the date it mails the assess-
ment to the mine operator as satisfying the requirement in
the Department's regulations that a protest be made within
15 working days of receipt of the proposed assessment by the
mine operator. Responses to assessment orders in the form.
of protests generally have been submitted by mine operators
within the 30 calendar days. .
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Our review of a group of 50 protested ca_ses1 showed
that the average response time, from date of assessment or-
der to receipt of the protest in the Assessment Office, was
22 calendar days. Two of the protests exceeded the 30-day
criteria, one taking 33 days and the other 38 days.

.. The Assessment Office had not rigidly adhered to the
30-calendar-day protest standard. It did not consider the
delays for the two late protests above to be a basis for
finalizing the proposed assessment order or to be a waiver
of the mine operator's right to protest. 1In April 1972 the
Chief of the Assessment Office advised us that he instructed
his staff to adhere strictly to the 30-day standard.

In the sample of 50 cases previously mentioned, the
time for reassessment of a case averaged 20 days, and 43 of
the 50 cases were reassessed within 30 days. The chief as-
sessment officer informed us thet priority had been given
to reassessing protested assessments even though there was
no time limit prescribed for reassessment.

CONCLUSIONS

The processing of penalty assessment cases can be ex-
pedited through the development and use of a management con-
trol system which would readily identify cases requiring ac-
tion by the Assessment Office and would provide the neces-
sary information for identifying the causes of delays in the
assessment process.

An Assessment Office official informed us in April 1972
that the automatic data processing system which the Bureau
began revising in November 1971 was fully operational. How-~
ever, at the time of our review, it had not been fully de-
veloped; therefore, we were not able to evaluate how it will
meet management's needs.

1The cases for this group were selected on a nonrandom ba-
sis from records which indicated that the cases had been
reassessed because the penalties had been protested,
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RECOMMENDATION TO THE
SECRETARY OF THE INTERIOR

We recommend that the Director, Office of Survey and
Review, be given the responsibility to determine vwhether the
revised management system is effective in meeting manage-
ment's needs, after the system is in operation for a reason-
able period. )
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CHAPTER 3

DELAYS IN HEARING DISPUTED ASSESSMENTS

Significant delays in referring cases for hearings and
in conducting hearings on penalty cases disputed by the mine
operators resulted in a backlog of 1,062 cases, involving a
total of $2.8 million in assessments, as of December 31,
1971. The backlog consisted of 315 cases which the Assess-
ment Office had referred to the Solicitor's Office but
which had not been referred to the Hearings Office, 578 cases
which the Solicitor's Office had referred to the Hearings Of-
fice but which had not been heard, and 169 cases in which
requests for hearings had been received from mine operators
but which had not been referred by the Assessment Office to
the Solicitor's Office for action.

After a case is referred for a hearing by the Assessment
Office, the Solicitor's Office is responsible for filing a
petition, which lists the violations cited against the mine
operator, with the Hearings Office. Hearings are conducted
by hearings examiners following procedures prescribed by the
Administrative Procedures Act (5 U.S.C. 554). A hearing
consists of a formal review of all evidence related to the
violation. The Solicitor's Office represents the Bureau in
these hearings. Hearings can be deferred for such reasons
as the hearings examiner's requiring mine operators and the
Solicitor's Office to prepare and file prehearing briefs.
Furthermore, mine operators can request continuances which
delay the hearings process.

At December 31, 1971, 315 disputed cases had been re-
ferred to the Solicitor's Office but had not been filed for
hearings. Our review of .50 cases' referred to the Solicitor's
Office as of November 12, 1971, indicated that, as of Novem-
ber 30, 1971, 29 of the cases had been referred to the Hear-
ings Office and 21 were still in the Solicitor's Office. The
average time to file the 29 cases was over 3 weeks and

lThe 50 cases were randomly selected from the 674 cases the

Bureau records showed had been referred to the Solicitor's
Office as of November 12, 1971.
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ranged from 1 day to 10 weeks. The 21 cases had been in
the Solicitor's Office for an average of 5 weeks, as of
November 30, 1971. There were 169 cases, in which mine
operators had requested hearings, that had not been referred
by ,the Assessment Office to the Solicitor's Office for ac-
tion.

A Solicitor's Office official informed us that by mid-
January 1972 penalty cases were being filed with the Hear-
ings Office within a few days. This was the result of a
change in Hearings Office rules which eliminated the re-
quirement that the Solicitor's Office obtain and duplicate
certain documents that were usually quite voluminous. He
noted that penalty cases constituted only a portion of the-
Solicitor's Office's responsibilities in the mine safety
area.

As of December 31, 1971, 763 penalty cases had been
filed with the Hearings Office, about 350 of which were
filed before November 1971. Penalty payments had been re-
ceived from 143 operators after they filed for hearings.
Apparently the notification to the operators of the filing
led to payment in these cases, which indicates that timely
filing of cases could hasten the collection of penalties in
some cases. Also, 42 hearings had been conducted and seven
decisions had been rendered by examiners from July to Decem-
ber 1971, and at December 31, 1971, hearings had not been
held for the remaining 578 cases.

From July to December 1971, the Hearings Office resolved
about 31 penalty cases a month. At this rate it would take
over 2-1/2 years to resolve the 1,062 cases awaiting hearings
at December 31, 1971.

In March 1972 the Director of the Hearings Office in-
formed us of the following steps that had been or were being
taken to improve the settlement of disputed mine cases.

--Changes in the regulations were under consideration
which would (1) place the burden on the mine operators
for initiating certain actions in the hearings process
and (2) provide for holding hearings in nine designated
cities. The Hearings Office believes that these
changes will expedite disposition of the cases.
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--Steps were being taken to hire four additional
hearings examiners and to reassign one from another
area. These steps would increase the number of
hearings examiners in the penalty area from four to
nine.

~-Hearings examiners usually want the hearings tran-
scripts before issuing decisions. Previously, the
commercial court reporting services used required
extensive periods of time to prepare hearings tran-
scripts. The Hearings Office therefore inaugurated
its own court reporting service which, these of-
ficials feel, will save time.

The planned increase in the number of hearings exam-
iners and the resulting acceleration in the hearing of
disputed mine penalty cases would have the effect of in-
creasing the workload of the Solicitor's Office. An of-
ficial informed us that an attorney would shortly be as-
signed to the coal mine health and safety area and that he
had been given authority to hire one additional attorney for
this area.

CONCLUSION

Changes in the regulations have been proposed which,
the Hearings Office believes, will expedite disposition of
the cases, and action is being taken to obtain more hearings
examiners and attorneys for the processing of the sizable
backlog of disputed penalty assessment cases. We believe
that an evaluation should be made of the effectiveness of
actions being taken to avoid a backlog.

RECOMMENDATION TO THE SECRETARY OF THE INTERIOR

We recommend that the Director, Office of Survey and
Review, be given responsibility to evaluate the effective-
ness of the actions, planned to achieve expeditious process-
ing of cases, after they have been implemented for a reason-
able period.
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CHAPTER 4

NEED FOR GUIDELINES AND DOCUMENTATION

IN CONSIDERING THE SIX FACTORS REQUIRED BY LAW

The Federal Coal Mine Health and Safety Act of 1969
specifies that the following six factors be taken into
consideration in determining the amount of the penalty to be
assessed for a violation.

1. The operator's history of previous violations.

2. The appropriateness of the penalty to the size of ‘the
operator's business.

3, Whether the operator was negligent.

4. The effect on the operator's ability to continue in
business.

5. The gravity of the violation.

6. The demonstrated good faith of the operator charged
in attempting to achieve rapid compliance after
notification of a violation.

Bureau officials stated that the six statutory factors
were considered in making assessments. We noted, however,
that (1) no written guidelines had been established to aid
the assessors in considering the factors, (2) there was no
documentation of the consideration given to each -of the
factors by the assessors, and (3) no such documentation was
required.

We believe that written guidelines which define the
factors and the consideration and weight to be applied to
each would (1) assist the assessors in considering the
factors, (2) help to provide uniform consideration of the
six factors by the several assessors, and (3) facilitate
evaluation of assessor performance.
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GUIDELINES

The Bureau has not prepared guidelines for assessors to
use in considering the factors for penalty assessment and in
deciding how the factors should be weighted in determining
the amount of the penalty within the ranges provided in the
penalty schedule, Assessors relied on their personal judg-
ment, their mining and inspection experience, and informal
policy-setting conferences to define and weight these factors.
The chief assessment officer informed us that, when inspec-
tors were temporarily assigned as assessors, they were given
an oral presentation concerning the assessment procedures
and the consideration to be given to the six factors,

The official penalty schedule, established in January
1971 and used in assessing penalties for violations cited
after April 1, 1971, provided for ranges in the dollar
amounts of penalties to be assessed, depending on the grav-
ity of the violations. For example, the penalty range for a
nonserious violation was from $25 to $500.

" A GAO sample of about 400 violations} assessed from
April through December 1971 showed that about 50 percent of
the penalties were assessed at the minimum amounts. Mines
producing 2,000 tons, or more, of coal a day were cited for
50 of the violations at minimum amounts.

Because of the lack of any written guidelines defining
the factors and describing the consideration and weight to
be given each and the lack of documentation on the consid-
eration given to each of the factors, we were unable to
determine the adequacy of the consideration given to the
six factors and the basis for the penalties assessed in
these sample cases.

To assist the assessors in the consideration given to
the six factors in determining the amounts of penalties to
be assessed, guidelines are needed to define each of the

1The violations were contained in 52 proposed assessment
cases from 190 randomly selected cases in which the viola-
tions were dated April 1, 1971, and after.
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factors and to describe how they are to be considered, as
well as the weight to be given each factor. Such guide-

* 1ines would assist (1) assessors in determining penalty

" amounts and (2) assessors, assignéd to reassess disputed
pendlties, and supervisory personnel, assigned to review
assessments, to understand how penalty amounts were deter-
mined. - N :

Because the Bureau had not established guidelines for
considering the six factors, the mine operators did not
know how the factors should be considered and weighted in
determining the amount of a penalty. Considering the
significance of the dollar amounts of many penalties as-
sessed and the inherent subjectivity in determining the
amounts assessed, it appears reasonable that the mine oper-
ator should be advised of the guidelines used in assessing
penalties. :

In addition to submitting a written protest, a mine
operator may request a meeting with an assessment officer to
discuss his protest. We noted that a significant portion of
an assessor's time was spent in such meetings. The chief
assessment officer estimated that about 35 percent of the
time of three assessment officers was -spent meeting with.
mine operators. Records of these meetings were not main-
tained, and we could not identify the cases for which such
meetings were held. If mine operators knew how the six
factors were considered by the assessor, however, the need
for these meetings and the number of protests could be
reduced.

- An ‘official of the Solicitor's Office informed us early
in April 1972 that he believed broad guidelines could be
established on the basis of experience under the act and
that his office was working on a response to a request from
the Bureau for assistance in preparing guidelines. On
April 21, 1972, the Solicitor's Office forwarded suggested
guideélines -to the Director, Bureau of Mines, for his
consideration. A Bureau official informed us on May 24,
1972, that the suggested guidelines were being studied but
that a decision had not been reached on their use.
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INFORMATION IN PROPOSED ASSESSMENT ORDERS

The act requires a finding that a v1olat10n d1d occur
and requires consideration of six factors in determlnlng
the amount of a penalty

The Subcommittee requested our opinion on whether the
findings of fact must include explanations of the consid-
eration given to the six factors and whether the explana-
tions must therefore be included in the proposed order of
assessment sent to the mine operator co

Examination of the act and its legislative history did
not disclose anything which -might be helpful in answering
the Subcommittee's questions., We' are of the opinion'that,
in the absence-of -some-indication of -intention to the
contrary, there is nothing in the wording of subsection
109 (a) (3) which would require a conclusion that explana-
tions of the consideration given the six factors should be
included in the findings of fact. The six factors are
concerned with the amount of penalties, while the findings
of fact are required to support-findings of violations,

Accordingly, it is our view that, although the six
factors must be considered, a description of how the factors
were actually considered in determining a specific penalty
does not have to.be given in the proposed order of -assessment
sent to the mine operator. In view -of the 'significance of
the dollar amounts assessed and the inherent subjectivity
in determining the amounts assessed, it appears reasonable
that any guidelines developed for use in assessing penalties
should be made available to mine operators.

DOCUMENTATION AND -
REVIEW OF ASSESSMENT ACTION

Proposed orders of assessment should. be ‘reviewed on a
test basis by .- Assessment Office officials to evaluate
assessor performance. However, documentation on-how the *
penalty amount was determined was inadequate. 'The' assessment
worksheets, the only documentation of the assessment action,
listed only the Lealth and -safety standards violated and the
dollar amounts of the initial assessment and the reassessment
for each penalty. There was no documentation showing how or
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whether the assessor considered (1) the six factors in
arriving at the penalty amount or (2) the mine operator's
protest when reassessing the case. 1In our opinion, such
documentation is necessary for assessment officials to
understand the reasoning behind an original assessment. and
to facilitate a management evaluation of an assessor's
performance and of the overall assessment function.

In a case consisting of .54 violations, the mine operator,
.in protesting all violations, said that he considered the
penalties too high, but he provided specific information on
only four. The assessor reduced penalties for the four
violations and also for 33 others, 31 of which were reduced
50 percent or more below the initial assessment amounts.
There was no documentation showing the bases for the initial
penalties or for the amounts of the reassessments.

CONCLUSIONS

The consideration of each factor could be improved
through the issuance of guidelines defining each of the six
factors and describing the consideration and weight that
should be given each factor in determining the amount of a
penalty. “Adequate documentation should be required to show
the consideration given each factor in assessing a penalty.

Thése guidelines should be made available to the mine
operators so that they would better understand how the
penalties were assessed.. -

RECOMMENDATIONS TO THE
SECRETARY OF THE INTERIOR

We recommend that the Director, Bureau of Mines, be
required to: -
_-Issue guidelines. defining each of the six factors,
and describing the consideration and weight that

should be given each determining the amount of a
penalty.

e—Make_thé guidelines available to mine operators.
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--Provide for assessors to adequately document in
the Bureau's files the consideration and weight
given each factor in assessing a penalty.
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CHAPTER 5

NEED FOR MORE TIMELY AND EFFICIENT

COLLECTION ACTION

Delays in establishing collection procedures and in
initiating collection actions resulted in a significant num-
ber of penalty assessment cases on which collection action
had not been taken as of December 31, 1971, and in slow col-
lection of penalties.

Although assessments of penalties began in February
1971, initial collection actions did not start until June
1971. Collection procedures to implement the Federal Claims
Collection Act were not established until August 1971. Of
the estimated 1,785 assessment cases as of November 30,

1971, which, on the basis of the Department's collection
procedures, should have been acted on, no action had been
taken on about 60 percent of the cases and, on the basis of

a GAO sample, it appears that action on the remaining 40 per-
cent had not been prompt. )

The Bureau did not have an adequate management control
system to readily identify cases requiring collection action.

DELAYS IN ESTABLISHING
COLLECTION PROCEDURES

The Assessment Office began assessing penalties in
February 1971 and cases requiring collection action could
have occurred as early as March 1971. Under Bureau proce-
dures a collection action is required when a mine operator
does not respond to an assessment order within 30 calendar
days from its issuance. An Assessment Office official in-
formed us that the first attempt to collect penalties was in
June 1971.

The initial collection procedures established by the
Bureau provided for sending one letter (if the mine operator
had not responded to the proposed assessment order within
30 days) notifying the mine operator that the proposed as-
sessment order was final and that payment was due. When
this procedure did not result in the collection of the
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penalty assessed, Bureau procedures required that the case
be forwarded to the Solicitor's Office,for  collection by
filing a petition for enforcement in a U.S. district court.

" Officials of the Solicitor's Office stated that general
penalty assessment procedures had been discussed with the
Department of Justice but that specific collection proce-
dures had not been coordinated during the initial planning.
We were informed by an official of the Solicitor's Office
that in July 1971, when first attempts were being made to
effect collections through planned legal action, the De-
partment of Justice first became aware of the Bureau's col-
lection procedures.

In a letter to the Staff Associate to the Director of
the Bureau, dated July 21, 1971, the Associate Solicitor
stated:

"We have recently discussed procedures for the en-
forcement of civil penalties assessed by the Bu-
reau with the Department of Justice ***%, The De-
partment of Justice has indicated that enforce-
ment actions under Sec. 109(a)(4) of the Federal
Coal Mine Health and Safety Act will be filed

only after compliance with the Federal Claims
Collection Act of 1966."

Collection procedures were issued by the Solicitor's
Office on August 23, 1971, to comply with the Federal Claims
Collection Act and the related regulations issued jointly
by the Department of Justice and GAO in the Code of Federal
Regulations (4 CFR 101). .

The Department of the Interior's procedures provide
for a personal contact attempt with the mine operator and
for three demand letters at 30-day intervals in accordance
with the requirements of the regulations. When these proce-
dures do not result in the collection of the penalty assessed,
the case is referred to the Solicitor's Office for forwarding
to the Department of Justice for action in a U.S. district
court.

The Subcommittee requested our opinion as to whether
the Bureau can charge interest for late payment of civil
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penalties by mine operators. The joint Department of
Justice/GAO regulations (4 CFR 102,10) provide that
prejudgment interest cannot be demandzd or collected on
civil penalty claims unless thé statute under which the
claim arises authorizes the collection of such interest.

Since the Federal Coal Mine Health and Safety Act ‘of
1969 .contains no such authorization, we must coénclude that
the Bureau cannot charge interest for late payment of’ c1v11
penalties‘
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DELAYS IN COLLECTION ACTIONS

As of November 30, 1971, we estimate that there were
about 1,785 assessment cases on which, on the basis of the
Department's procedures, the Assessment Office should have
been taking collection action. Bureau records indicated that
as of December 31, 1971, some collection action had been
taken on 718 cases, or about 40 percent. In the remaining
1,067 cases, no collection action had been taken. A GAO sam-
plel of 50 of the 1,067 cases indicated that collection ac-
tion was an average of 53 days overdue.

Bureau records indicated that as of December 31,.1971,
payments had been received on only 74 of the 718 cases on
which the Assessment Office had taken collection action.
Payments had been received from 34 operators after the first
demand letter, from 25 operators after the second letter, and
from 15 operators after the third letter. We were informed
by an Assessment Office official in late January 1972 that,
for about 350 cases, the mine operators had been personally
contacted, but that few payments had resulted.

Our examination of 30 of the 718 cases which were sub-
ject to the Federal Claims Collection Act showed that the
initial demand letters were sent about 43 days after the re-
quired time.

The management control system uséd for identifying cases
subject to collection action was not effective because, un-
der the system (later revised), several records had to be re-
viewed to determine whether a case was subject to collection
action. A Bureau official stated that the time and effort
involved in reviewing several records were problems and that
the currency and completeness of the recorded information
were questionable

' The Bureau recognized that the system used to identify
cases for collection action was inadequate. Therefore a re-
vised system for controlling cases was established in October
1971. However, the cases assessed prior to October 1971 were

1The 50 cases were randomly selected from the 1;067 cases in

which the penalties were assessed subsequent to July 1971.
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not initially included in the révised system. 'The Chief of
the Assessment Office stated that by March 1972 these cases
had been included in the revised system. The development of
the revised management control system is discussed more fully
beginning on page 13.

According to the Chief of the Assessment Office, pri-
mary efforts have been and continue to be directed toward
assessment of penalties, and the Office's attempts to col-
lect penalties and refer cases for hearings have been sec-
ondary. Emphasis was placed on assessment of penalties be-
cause it was important to establish to the mine operator the
predictability that violation of a regulation would result
in an assessment of a penalty. The Chief of the Assessment
Office considered the fact that collection action had been
taken on 40 percent of the cases was favorable under the
circumstances. -

In our opinion, timely collection action is as impor-
tant as timely assessment of penalties. For penalties to be
an effective compliance tool, a mine operator must know
that, if a penalty assessment is not paid within the re-
quired time, it will be followed by timely and aggressive
collection action. o

Collection cases forwarded to Department of Justice

During February 1972 the Solicitor's Office forwarded
the first group of collection cases to the Department of
Justice for enforcement in a U.S, district court. We were
informed by the Solicitor's Office and the Department of
Justice that the Department of Justice had requested addi-
tional information on the need for the inclusion of a find-
ing of . fact in each case, as required by the act. As a re-
sult of an agreement reached by the two agencies, the De-
partment of the Interior added to each case file a state-
ment that the violations cited in the assessment order did,
in fact, occur and that the assessed penalty was final.

A Department of Justice official informed us that the
incorporation of the findings of fact in finalized cases
was an attempt to rigidly adhere to the letter of the law
and did not mean that the previous procedures were invalid.
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As of April 10, 1972, 136 cases had been forwarded to
the Department of Justice for collection action. We noted
that the penalty amounts for 100 of these cases ranged from
$25 to $5,125 and the amounts for 41 of these cases was under
$250.

The regulations issued to implement the Federal Claims
Collection Act provide in the Code of Federal Regulations
(4 CFR 105.6) that agencies will not refer claims of less
than $250 to the Department of Justice for litigation umless,
among other things, referral to Justice is important to a
significant enforcement policy. The Solicitor's Office be-
lieves that these cases are related to enforcement of the
Federal Coal Mine Health and Safety Act of 1969.
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APPLICABILITY OF FEDERAT: -CLAIMS
COLLECTION ACT PROCEDURES w0

“The Federal. Claims :.Collection-Act of 1966 (31 U.S.C.[ 95D
was designed to promote the more efficient and equitable-
collection of claims by the Government, by requiring the
heads .of ;agencies “to attempt collection of all claims for
money. or- property arising from activities of that 'agency.' -
The act and its implementing standards further authorized .
:such. agency head to- compromise,. terminate; or suspend col-.
lection actions on claims not exceeding $20,000, under cer-
tain conditions.  These conditions are-the inability of the
debtor to pay, the inability to locate-the debtor, the. cost
of collection action exceeding recovery,.and the: claim's being
without legal merit or unsubstantiated by evidence. The
act was also designed to reduce the amount of litigation
previously required in the collection of claims and to re-
Juce the volume of private relief legislation in the Con-
gress.

In view of these purposes, the intention was that the
Federal Claims Collection Act be given the widest possible
application. It specifically exempts only such claims as
those involving fraud or misrepresentation or those based on
conduct in violation of the antitrust laws.

The Federal Claims Collection Act has been implemented
by standards issued jointly by the Department of Justice
and GAO (4 CFR 101). It should be noted that one section
(4 CFR 102.6) specifically mentioned the collection of statu-
tory penalties. The Federal Claims Collection Standards
(4 CFR 101.4) states that the act does not intend to preclude
agency disposition of any claim under other statutes. Sec-
tion 101.4 cites, as an example, the Federal Medical Care
Recovery Act (42 U.S.C. 2651), which contains specific pro-
visions for the compromise, settlement, or waiver of claims.
The Federal Coal Mine Health and Safety Act does not contain
any such provision applicable to the civil penalties under
the act. Therefore we must conclude that the Federal Claims
Collection Act and implementing standards are applicable to
the collection of civil penalties under the Federal Coal
Mine Health and Safety Act.
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Because of the 301nt reSpon51b111t1es of our office
and the Department of Justice under the Federal Claims Col-
lection Act, we requested the views of that Department in
the matter. In its reply dated March 24, 1972, the Depart-
ment of Justice reached a conclusion similar to ours and
stated, as follows:

“While we conclude that tHe Federal Claims Collec-
‘tion Act and its implementing regulations apply as
a general matter to civil perialty claims, including
“Phose assessed under the mine safety statute, we
do not suggest that referrals should be unduly de-
layed for a slavish adherence to all the detailed
. procedures prescrlbed in the joint regulations.
See 'in thls connectlon 4 CFR 101.2.1 '
“Thé enforcemerit’ consideratlons 1nv01ved are such
_that our Criminal Division ddes not expect com-
‘promise to be explored for.example, though many
of the penalties assessed are so small as not to
equal our costs of litigation, and thus have 1lit-
tle deterrent value. ' The Assessment Officer,
Bureau of Mines, advises that collections are made
on in excess of 20% of the penalties assessed as
a result of personal interviews. 'The personal
interview is the vocal point of all good collec-
tion procedures.' Wallace, Starting and Managing
a Small Credit Bureau and Collection Service
(SBA 1959), page 135. Thus we would expect per-
sonal collection interviews to have been conducted
in these cases to the extent feasible, particu-
larly in cases where no hearings have been held
and the mine operators, who frequently do not
have retained counsel, may not have understood
the significance of assessment notices. If this
is done our Criminal Division is prepared to
waive the formal demand procedures normally re-
quired under the joint regulations.

1This section states that failure of an agency to comply
with any provision of the regulations shall not be avail-
able as a defense to any debtor.
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"Representatives of our, Criminal Division will

be glad to consult further with Interior represen-
tatives on harmonizing the application of the two
Acts."

CONCLUS IONS

The Bureau needs to take more timely and efficient
action to collect penalty assessments. Also the Bureau's
management control system should be used to readily identify
cases requiring collection action and to highlight areas
needing management attention. '

The Federal Claims Collection Act and implementing
standards are applicable to the collection of civil penalties
under the Federal Coal Mine Health and Safety Act; however,
the Department of Justice and GAO agree that referrals of
cases to the Department of Justice for court action should
not be unduly delayed for rigid adherence to all the detailed
procedures prescribed in the standards.

RECOMMENDATION TO THE SECRETARY OF THE INTERIOR

The Director, Bureau of Mines, should be required to
give the same priority to collecting penalties as that given
to assessing penalties.
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CHAPTER 6

ASSESSMENT OFFICE STAFFING AND ORGANIZATION

The Assessment Office was established in January 1971,
but funds were not requested in the fiscal year 1971 budget
for this office. 1In fiscal year 1972, seven assessor posi-
tions were authorized in an appropriation.approved in Au-
gust 1971 and five were authorized in an appropriation ap-
proved in December 1971. By December 31, 1971, the office
had filled only four of the 12 permanent assessor positions
authorized in fiscal year 1972 appropriations because of
problems in attracting qualified personnel and because of
manpower limitations imposed by the Civil Service Commission
in August 1971. ) o

The Assessment Office began developing plans in Novem-
ber 1971 to decentralize the assessment operation by estab-
1ishing four field offices. Officials believed that they
would be able to fill the vacant assessor positions by
hiring mine inspectors who had been temporarily detailed to
Washington, D.C., and who had functioned as assessors.

BUREAU ACTION TO OBTAIN STAFF

An official in the Bureau's persomnel office stated
that, during the latter half of fiscal year 1971, a specific
number of personnel had not been authorized for the Assess-
ment Office and that the assignment of temporary and de-
tailed personnel had been handled on an informal basis.

Only two or three assessment officers were assigned during
the latter half of fiscal year 1971.

According to Bureau and Assessment Office officials,
early efforts to obtain assessment officers were delayed by
the lack of a civil service job description for the position
and by problems in attracting personnel considered qualified
by the Assessment Office. To supplement the staff of assess-
ment officers, mine inspectors were temperarily detailed to
the Assessment Office and functioned as assessors. These
temporary details generally lasted for 30 days, and some
inspectors had been assigned several times. -Efforts to
persuade these inspectors to permanently join the
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Assessment Office were hindered, according to officials of
the Bureau's personnel office, by the fact that the grade
levels assigned to the positions of assessors were about
the same as those of supervisory inspectors, and, therefore,
there was not encugh inducement for the inspectors to come
to Washington, D.C. :

The administrative and- clerical staff consisted of per-
manent and temporary personnel. An Assessment Office of-
ficial attributed the inability to hire additional permanent
clerical staff to the low-grade structure initially allo-
cated by the Bureau's personnel office for these positions.
A Bureau official informed us that grade levels for the’
clerical positions were raised .during December 1971.

During April 1971 the Bureau submitted an amendment to
its fiscal year 1972 appropriation request,which listed the
Assessment Office as a separate budget activity and which
requested $700,000 to provide for seven assessment officers,
five technical advisors, four staff assistants, and 22 cler-
ical positions, a total of 38 personnel. The Assessment of -
fice consisted of two groups: the assessment group, which
was responsible for assessing penalties, and the compliance
assistance group, which was responsible for providing techni-
cal assistance to Bureau personnel and to mine operators.
The appropriation was approved on August 10, 1971.

From July through September 1971, there were three as-
sessment officers and numerous inspectors were detailed to
the Assessment Office for. duty as temporary assessors. The
administrative and clerical employees gradually increased
to about 13, including nine permanent employees. According
to an Assessment Office official, efforts to obtain assess-
ment and clerical employees were further hindered by limita-
tions imposed by the Civil Service Commission in August
1971. '

The Assessment Office had not filled the positions for
“which funds had been appropriated in August 1971 when, in
‘October 1971, a supplemental appropriation request was sub-
mitted for $250,000 to provide for five additional assess-
ment employees and 14 support employees. The assessment
employees were to be assigned to the field to conduct meet-
ings on protests with mine operators at the local level. '
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The supplemental appropriation was approved on December 15,
1971.

During September and October the Assessment Office sub-
mitted three requests to the Bureau's director to obtain 23
additional employees. Approval was obtained from the direc-
tor. Personnel office records indicated that 10 employees
were permanently assigned during October through December
1971. As of December 31, 1971, the assessment group con-
sisted of 18 permanent administrative and clerical employees
and four permanent assessors.

PLANNED ESTABLISHMENT OF
FIELD ASSESSMENT OFFICES

In November 1971 the Assessment Office began develop-
ing plans to decentralize the assessment operation by estab-
lishing four field assessment offices, each to be staffed
with assessment, clerical, and administrative employees who
would be responsible for the entire penalty assessment and
collection process for mines assigned to that office. The
Assessment Office in Washington, D.C., would set policy for,
maintain control over, and monitor the field office opera-
tions, and would handle assessment functions for mines not
assigned to a field office.

The rationale given by Assessment Office officials for
establishing the field offices included problems in attract-
ing qualified assessment personnel to Washington, D.C., and
the extensive travel time required by the assessment offi-
cers when conducting field seminars on the penalty section
of the law. By locating the field offices in the coal mine
areas, the Assessment Office believes that some of the in-
spectors acting as temporary assessors would agree to be-
come permanent assessors and would be more readily available
to educate mine operators in the various aspects of the act
and to conduct meetings with mine operators to discuss their
protests.

The documentation for the proposed decentralization of
the organization was submitted by the Assessment Office to
the Department for approval in January 1972. An Assessment
Office official advised us that it might take about
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6 months for all the required paperwork to be completed
and approved. In April 1972 the Chief of the Assessment
Office informed us that one field office was established on
a pilot basis in Norton, Virginia.
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CHAPTER 7

SCOPE OF REVIEW

Our review was directed primarily toward examining into
the actions taken by the Department of the Interior and its
Bureau of Mines, its Office of Hearings and Appeals, and its
Office of the Solicitor in administering the penalty provi-
sions of the Federal Coal Mine Health and Safety Act of 1969.
The review was conducted primarily at the Department's and
the Bureau's headquarters offices in the Washington, D.C.,
area.

We reviewed the procedures for implementing the penalty
provisions of the act and examined pertinent documents, re-
ports, records, and files. We obtained information from the
Bureau's computer file at Denver, Colorado, and interviewed
Department and Bureau officials.
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APPENDIX I~
HD®MY 5. REUSS, WIS.. CHAIRMAN BUY YANOER 1T, MICK.
P ot o AR N, MCCLOBKEY, IR CALP.
PLOYD v. 0CKS, WASK. NINETY-SECOND CONGRESS SAM ETORCR, ARIX.
J0HI COMYERS, IR, MICH. —

Congress of the nited Mtates e

Bouge of Representatipes
CONSERYATION AND NATURAL RESOURCES SUBCOMMITTEE
OF THE

COMMITTEE ON GOVERNMENT OPERATIONS
RAYBURN HOUSE OFFICE BUILDING, ROOM B2
WASHINGTON, D.C. 20818

September 24, 1971°

Mr. Elmer B. Staats

Comptroller General of the United States
441 G Street, N.W,

Washington, D.C. 20548

Dear Mr. Staats:

This Subcommittee is concducting an investigation of a proposal
of the Interior Department to hire a public relations firm to conduct
“a full-scale, all-media education program” aimed at "motivating" coal
miners to adopt safer working habits. In connection with this investiga-
tion, we asked the Interior Department 6o provide to-us information
concerning its practices and procedures for assessing and collecting civil
penalties for violations of the Federal Coal Mine Health and Safety Act
of 1969 (Public Law 91-173).

Enclosed for your information is a copy of our letter of July 9,
1971, to Secretary Morton and his reply of July 28, 1971. Also enclosed
i8 a copy of our letter of January 29, 1971, to the Department, and
Assistant Secresary Dole's reply of March 2, 1971, concerning the civil
penalties regulations published on January 16, 1971 (36 F.R. 799).

1.

You will note from this correspondence that during the period of
January 16, 1971 to April 1, 1971, the Bureau of Mines issued 1,526 proposed
assepsment orders. Of that oumber, all but six (1,520) proposed assessment
orders were "protested” as provided under the regulations. Of the number
protested, Secretary Morton states that 1,430 proposed assessments (i.e.
over 94 percent) were 'amended".

Thus, nearly all of these proposed assessments weére "amended"”
after protest. In many cases, we understand that this is done through
negotiations with those against whom the assessments were made or with their
representatives. The Department's letter does not indicate whether the
assessments were raised or lowered in each case. If the Bureau's practices
and procedures for assessing penalties are carried out as required by the
law and regulations, we cannot understand why over 94 percent of the
assessments would be required to be "amended" on protest.
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APPENDIX I”

Mr. Elmer B. Staats Page two September 24, 1971
Secretary Morton's letter of July 28 states that:

"The six factors required by law have been taken into
consideration in arriviag at all assessments both
before and after April 1, 1971."

Enclosed is a copy of a memorandum dated June 8, 1971, from the
Director of the Bureau of Mines to the Department's Office of Survey and
Review which comments on the GAO report (B-170686) of May 13, 1971, to
the Semate Subcommittee on Labor. You will note on page 5 of the memor-
andum the Director states that only "since April 1, 1971" has the Bureau's
Assessment Officer taken these six statutory factors into consideration.
We are. concerned about this apparent discrepancy and, more importantly,
the methods and procedures used by the Assessment Officer in applying
these six statutory factors to each violation.

II.
A hureau news release of Septembér 16, 1971, states:

"The Bureau, to the limit of its resources, has
enforced the Federal Coal Mine Health and Safety Act
-rigorously and fairly. As of the beginning of
September, 48,346 penalties, totalling more than $6.3
million, had been proposed against mine operators for
violations of the Act, and over $800,000 of that
amount had been paid.”

-We are concerned that only $800,000 of assessments totalling
$6.3 million has been collected by the Bureau to date. On inquiry, we
learned that only about 400 assessments are in various stages of appeal.

We understand that only three people have been assigned to the
job of assessing and collecting civil penalties. We have been informed,
however, that the Bureau estimated some time ago that at least fifteen people
would be needed to do this work. We are concerned that the congressional
objectives of the civil penalties provision of the 1969 law, which are to
encourage compliance with the law and to achieve improved health and safety
for the coal miners, will be defeated unless such penalties are assessed
and collected expeditously and efficiently.

We would appreciate your investigating the Department's admin-

istration and enforcement of the civil penalties provisions of the 1969
law and the regulations issued thereunder.
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APPENDIX I

Mr. Elmer B, Staats Page three Septerber 24, 1971

III.

We understand that the Department believes that the Federal
Claims Collection Act of 1966 (31 U.S. Code 951-953) applies to the
collection of civil penalties under the 1969 law. Under the 1966 law,
the Department has instituted a lengthy collection procedure involving the
sending of several eollection letters before imstituting judicial pre-
ceedings to collect the penalties. .We would appreciate your advising
us whether the 1966 claims law app to these penalties. If you conclude
that it does, please review the efficiency of the procedures utilized by
the Department under that law to collect the penalties.

1v.

We request that the GAO provide to us a report of your findings
and recommendations. We are most anxious to complete our investigation
and report our findings to the House before the end of this session of
Congress. We therefore would appreciate recelving your report by
November 1, 1971. Since the General Accounting Office has already
conducted extensive investigations of the Department's administration of
the 1969 law, we trust you will be able to provide the report to us
within that time. Before finalizing your report, we would appreciate
your discussing your findings with our Subcommittee’s staff.

Sincerely, M

Aerrs

HENRY /S EUSS
Chairman
Conservation gnd Matural Resources
Subcommittee

Enclosures
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Secretary DeEnT. And I would like to point out that in fact the GAQO
found that Mr. Failor’s office, the Office of Compliance and Assess-
ments, had eliminated a large 9-month backlog of violations awaiting
penalty assessments, had decreased the percentage of cases in which
penalties are reduced as a result of protests from mine operators, and
had increased the amounts of penalties actually assessed. His perform-
ance at the Bureau of Mines earned him a special citation and a rating
of outstanding from his superiors. The record indicates that these ac-
colades were well earned and——

Chairman Proxmire. Well, this is a matter of difference of opinion.
I would agree that everything you said is factual but my interpreta-
tion of the GAO report would be quite different. We will simply have
to leave it to those who want to review the whole report to come to their
own conclusions.

Secretary Dext. This is exactly it, Mr. Chairman. Those who want
to make a judgment should have available the full facts and that is
what I was trying to give them, the other side. I agree you have a
right to make your judgment but those who select for this post also have
their right of judgment.

Chairman Proxmire. That is right, and the only thing I dispute is
whether we should have gone into all that material on the junior
chamber of commerce and church, et cetera.

Let me ask something else. The figures the Census Bureau
provides——

Secretary Dext. Excuse me. On that, Mr. Chairman, I think when
we are deging with people it is better to bend over a little bit too far
backwards, than too little, so that nobody’s character is reflected upon
needlessly.

Chairman Proxwmire. It is suggested to me that in your lengthy
list of Mr. Failor’s accomplishments, positions and jobs, and your
attempt to give the full positions, you did not tell us that he was a
lobbyist for the Towa Association of Coin Operated Laundries.

Secretary Dext. Glad to have the record clear.

Chairman Proxmire. The same pertinence as his activity in the
junior chamber of commerce.

The figures the Census Bureau provides on housing are very mis-
leading. They are based almost entirely on whether the home has in-
door plumbing if it is classified as substandard but if the unit is on
the third floor and the bathroom is in the basement it is a standard
unit. If there is inadequate heat, light, sleeping space, that is inade-
quate, it is a standard unit or if it is next to a chemical factory or city
dump, no schools, no paved streets, no garbage collection, et cetera, it
can be a standard unit if it has indoor plumbing.

Would you be willing to begin now to devise a much better measure
of housing needs for use either in the mid-term census or through a
special housing census, or at least for the 1980 census?

Secretary DenT. I would like to ask Mr. Hagan, who is a profes-
sional in the field, to respond to this, Mr. Chairman.

Chairman Proxmire. Mr. Hagan, go ahead.

Mr. Hagan. Mr. Chairman, the obvious answer is yes, we are always
willing to try to improve our techniques. In fact, there is a constant
review of the total Federal agency complex, if you will, in the matter
of obtaining the best possible definitions for the broad usage of our
products.
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This would include, of course, HUD and others who have an inter-
est in this.

This is a very knotty problem, I might add, and one that——

Chairman Proxmire. It is a tough problem and it is hard to get
objective criteria. I happen to be on the Banking Committee and
Housing Subcommittee and also I am chairman of the subcommittee
that handles the money for HUD, and one of the things that has been
very difficult for us is the failure of the administration—this has been
true for years—to come up with an adequate description of substand-
ard housing so we can see what the job is, what we have to do and
where we fall down. And I think neither this administration nor pre-
vious administrations have done that.

Mr. Hacan. You are correct. This goes back perhaps 30 years in its
difficulty in obtaining the kind of product that we need but there is
constant attention given to the problem and, of course, we will pursue
it.

Chairman Proxmire. Now, you were not Secretary when it hap-
pened, Secretary Dent, but at least on one occasion the housing figures
which your Department compiles were announced by the Secretary,
Secretary Romney, at a press conference before the 1 hour time limit
was up. In fact, he may have done so the day before. In any case it
was premature.

I gather you did the same, Secretary Dent, with export-import fig-
ures when they looked good. Is this not clearly against the rules and
the OMB guidelines? Can we get your promise that in your Depart-
ment you will not doit again?

Secretary DexT. Mr. 'Chairman, I would like to respond solely to
that portion directed to me.

Chairman ProxMIRE. Yes.

Secretary DenT. As you say, I cannot respond for Mr. Romney.

Chairman Proxmire. Except that Mr. Romney was a Secretary. You
occupy a similar position and I hope you would not do what he did.

Secretary Dext. He was at HUD. I certainly would not do it over
there. But with respect to thetrade figures you refer-

Chairman Proxmire. I do not know. The way this administration
moves around you may be over there. We have to safeguard ourselves
against that. I talked to Secretary Richardson last night and he has
only been in four departments in the last few months.

Secretary DexT. You have given me encouragement for experience.
But with respect to these trade figures, let me explain. These came up
to my office at 3:30 p.m. on a Wednesday after the markets had closed,
and they were scheduled for release on Friday. This was the Friday
before the 8-day Memorial Day weekend. The Congress was scheduled
to leave town Thursday afternoon.

It was my personal decision that it was in the interests of fairness
and equity to get these figures out on Thursday in advance of the
opening of any markets, knowing that this information could have a
beneficial effect to those who might have gotten it in advance, and
also wanting the Congress to have the information before they left
Washington. The information was released 24 hours in advance,
which is generally in keeping with permissible rules. We did release
the comments on 1t too soon and I assure you that the 1-hour interval
will be respected hereafter.
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Chairman Proxmire. Well, the comment is what I was principally
concerned with. Of course, the timing is also helpful if you had uni-
form timing at the same time, with no exceptions. The fact that the
Congress—the House was here, the Senate was out at that time, I do
not think that is relevant.

Secretary DenT. This was a significant piece of information after
the major problems this Nation had been confronted with in regard to
the trade deficits for the 18 months prior to that, and we felt it im-
portant that it be released so that no one could have advantage, so that
the Congress would be fully informed before going home for the
week’s recess.

Representative CoNaBLe. Excuse me, Mr. Secretary. Are you sug-
gesting you have some leak problems down there ?

Secretary DenT. I do not think that we have experienced particular
problems in that department, but I think, generally speaking, a per-
son with responsibility does not want to run the risk of someone gain-
ing advantage. Just general judgment.

Representative CoxabrLe. If that was the problem, of course, bad
news could have been taken advantage of also and this is one of the—
you know, by selling short, and so forth. That is one of the concerns
that is involved in any violation of guidelines for whatever reason.

Secretary DexNT. The guidelines are published, understood, and cer-
tainly will be followed.

Chairman Proxmire. Well, that is good to hear. That was my point.

Last night the President, of course, gave a very important and sig-
nificant speech. One of the points he made, as I understand it, is that
he would ask for export licensing authority. Is that in your jurisdic-
tion ? Will you be sending that to the Congress?

Secretary Dext. The control of exports when it is intiated is the
responsibility of the Export Control Office of the Department of Com-
merce and we are beginning a system of monitoring exports of feed
grains and are going to ask importers to have in our hands by June 20
a list of their present orders for export, and weekly thereafter to bring
us up to date on new orders booked and on shipments, and we will have
a record of the backlog of orders that exist in this country for off-
shore shipment.

Now, this is merely an information-gathering procedure to date.

Chairman ProxMIre. You are answering another question I had
but let me pursue that question I was going to. Let me pursue that
now and come back to the other one.

You say you are going to have regular reports on agricultural ex-
ports; is that correct ?

Secretary Dext. No, sir.

Chairman Proxumire. Weekly reports?

Secretary Dent. Let me make clear——

Chairman Proxmire. All right.

Secretary DenT. The report which is to be in hand by June 20 is a
report of all outstanding orders for exports of grain from the United
States. It will detail the nation of destination as well as the month in
which it is intended for shipment, and weekly thereafter we will get
reports of shipments and of new orders booked.

Chairman Proxmire. Now, who will make those reports?
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Secretary Dent. The exporters, the private exporters will
submit——

Chairman Proxmire. They will report to you. You require that, the
Department of Commerce.

ecretary DenT. Yes, sir; that is correct.

Chairman ProxMire. And then you will make those reports public?

Secretary DENT. No, sir. The law protects the confidentiality——

Chairman Proxmire. No, no. I do not mean that the individuals—I
am talking about the aggregate figures.

Secretary DExT. The aggregate; yes, sir.

Chairman ProxmIre. You will make public the aggregate figures.

Secretary Dent. That is correct.

Chairman ProxMire. And you will do that on a weekly basis?

Secretary Dent. I think 1t is under consideration whether weekly
or biweekly. The reports are to come in weekly.

Chairman ProxMire. The reports themselves will not be made pub-
lic. The aggregate figures will be made public.

Secretary Dent. That is correct.

Chairman Proxmire. And you have not decided yet whether this
publicity will be on a weekly basis or monthly basis but you are in the
process of determining that now.

Secretary Dext. That is correct.

Chairman Proxmire. Now, one other question that I had was with
respect to the President’s request for authority to license exports so
that he could restrain the amount of exports in the event that the ex-
ports would deplete our limited resources and result in inflation here.
As the President explained it, as I understand it, he felt the American
consumer must be first, which all of us agree and, therefore, he wanted
that authority so he could restain exports that would have this un-
desirable effect, and I understood that was to come up today or tomor-
row, very soon at any rate, the proposal from the administration.

Are you familiar with that? Would that be yours or would that be
the Treasury Department?

Secretary DenT. No. The request for legislation will come from the
White House.

Chairman Proxmire. Will come directly from the White House to
the Congress?

Secretary DenT. That is correct. It is in the process of being pre-
pared now.

Chairman Proxmire. What authority do you have under existing
law to control exports ?

Secretary DexT. We have authority under the Export Control Act
to restrain exports in the national interest when there is a shortage,
when it is creating exceptional inflationary pressures.

Chairman Proxmire. Well, why do you need new law? Why is that
not adequate ?

Secretary DexT. Because last year when restraint was placed upon
the export of hides, the Congress reacted within 10 days, if I am not
mistaken, to remove this restraint. Any export controls with respect to
agricultural commodities must now come only after the Secretary of
Agriculture has certified that in fact we do have a short supply in this
country with respect to our needs.
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Chairman Proxmire. Now, as I take it, this covers now only food
products and farm products but all products, is that right?

Secretary Dent. That is correct. But the stipulation about the cer-
tiﬁt‘:;,tion by the Secretary of Agriculture applies only to agricultural
products.

Chairman Proxmire. I see. And then, the licensing would enable
you to meet that problem so that you—you are not saying that you want
to c;)ntrol exports without a certification of shortage, are you, or are
you?

Secretary DexT. We are saying that we do not have authority to
restrain agricultural exports at the present time unless the Secretary
of Agriculture has certified that a short supply exists in this area.

Chairman Proxmire. And you want to be able to short circuit that
so that you can make the determination without waiting for the Sec-
retary of Agriculture to make such a finding, is that right?

Secretary Dent. The President is delineating authority in the agri-
cultural area which, as I understand it, will be an amendment to the
Economic Stabilization Act and action would be taken under that
rather than under the Export Control Act.

Chairman Proxmige. In view of the fact that the Secretary of Agri-
culture is also the President’s man, of course, and would cooperate
with the President, I am sure, why is this necessary ?

Secretary Dent. This was a stipulation established by the Congress
last summer.

Chairman Proxmire. Well, all the Congress established is that the
Secretary would have to determine whether there is a shortage, and
what is wrong with that? Is he not the most competent person in the
agricultural area?

Secretary Dent. The matter that we are dealing with involves the
economic stabilization program of the country as well.

Chairman Proxmire. Why is not the Secretary of Agriculture still
the man to find the facts in this area.?

Secretary Dr~T. Rather than whom ?

Chairman Proxmire. Rather than some other agent acting for the
President. The President himself would not try to go out and find it.
He would have to delegate it to somebody. He presumably would dele-
gate it to somebody other than the Secretary of Agriculture. Other-
wise he would use the present law.

Secretary DiNT. The President is going to send this recommenda-
tion for revised export control authority under the Economic Stabili-
zation Act up for congressional consideration and this is part of his
overall economic program. It is different from the export control pro-
gram. The Secretary of Commerce merely has the routine of regulat-
Ing it, not establishing the controls on his own in the agricultural
area.

Chairman Proxmire. Congressman Conable.

Representative ConasLe. Mr. Secretary, are they trying to broaden
the authority ? Is that the idea? Are they looking to the situation where
even though there is no short supply, there is an economic impact be-
cause of high prices that is considered detrimental to the economy as a
whole? Is that the intent ?

I quite agrce with the chairman that generally speaking, you would
think there would be some reliance on the Secretary of Agriculture
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to determine whether there was short supply but apparently at this
point they want to go beyond that and consider economic impact ir-
respective of supply. Is that correct ?

ecretary DExT. No. I do not for a minute think that we should
believe that the Secretary of Agriculture is being dealt out of this cir-
cuit. He will be in it and certainly in all probability will make the
major recommendation upon which Presidential action is subse-
quently taken.

Representative ConaBLE. But he has the right to certify short sup-
ply and, therefore, to cut off exports now, and instead, this new Presi-
dential recommendation seems to indicate that you will have the con-
trol of it hereafter, irrespective of the certification by the Secretary
of Agriculture.

Secretary DenT. No. We control the mechanical aspects of adminis-
tering an export control program. In the agricultural field this must
be initiated, at present, with the concurrence of the Secretary of Agri-
culture. The significant thing today is that we do not have available
in this country knowledge of how much has been sold overseas and
the monitoring system which is being established will enable us to
determine how much has been committed to overseas customers. Ad-
ditionally, of course, the Department of Agriculture monthly brings
out ifs estimates of production. We know what is available in the
country, add the production, subtract this monitoring base, and then
we destablish a knowledge base upon which these judgments can be
made.

Representative ConaBLE. So your responsibility will be to determine
the amount of actual export regardless of supply. It is to set up an
additional information-gathering process here related entirely to ex-
ports. I assume this is a response to criticism that we were caught
short on the amount of export to Russia. Whether that was justified
or not, there was a good deal of talk about it. And so, apparently the
intention is to set up a process of information-gathering with respect
to exports only and the impact on supply, and with respect to a pro-
cess then of possibly controlling those exports within the jurisdiction
of your Department. Is that correct ? .

Secretary Dexr. That is correct. Hopefully, we will not have to con-
trol exports, but we are going to establish a knowledge base upon
which wise decisions can be made in behalf of the American people
whether this is necessary. If it is determined to be necessary, the ac-
tual administration of the program will be the responsibility of the
Department of Commerce. How the exports will be allocated on a
quota basis would have to be determined subsequently.

Representative Conasik. I see. We are dealing with the mechanism.
In other words, up until this time we have had only the process of
certification by the Secretary of Agriculture. It was the sole process
and unrelated to the impact of exports on the total condition.

Secretary DenT. The really significant task, though is building this
base of information on exactly where we stand so that we do not de-
pend upon innuendo. You see, our exports are all booked through pri-
vate export firms. Thev can go out and sell a vear or two of crops before
we know it. Obviously, they have not done it. We have never suffered,
but without the great reserves that we once had, it is sound business
for the American public to have a knowledge base.
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Representative Conasre. I understand. That is all, Mr. Chairman.

Chairman Proxyire. Mr. Dent, would you describe the Department
of Commerce’s Broadcast News Service ?

Secretary DenT. The Department of Commerce as well as other
agencies certainly has an important requirement to communicate with
with the public as far as its activities are concerned.

Chaeirman Proxmire. What is the purpose of the recorded announce-
ments?

Secretary Dent. The purpose is to inform the general public con-
cerning the activities of the Department of Commerce.

Chairman Proxmime. When you do this, to disseminate statistical
information, does the Department of Commerce follow the rule of
waiting an hour between release of this statistical information and
comments by political figures?

Secretary DEnT. Yes, sir.

Chairman Proxmire. Do you follow that rule? I have the transcript
of a recording which was available to reporters on March 16 but was
not released until 6:30 p.m., March 18. This recording has a 26-second
statistical release followed immediately by a 39-second political com-
mentary which plugs President Nixon’s 1974 budget and warns that
“There will be a 15-percent increase in income taxes,” if Government
spending is not restricted. I have the transcript of several other record-
ings where statistical information is accompanied by political com-
mentary warning about possible tax increases if the President’s pro-
posals are not adopted.

Do you feel this is in keeping with the practice of separate release
of statistical data from political commentary %

Secretary DexT. I am not familiar with those specific ones. The
release of information is done at the Department in writing.

Now, I do not know whether you are referring to a broadcast on the
day of initial release, or whether it was put into a single statement
that might have come out after that hour separation. :

Chairman Proxmire. I have the transcript here. It starts off :

Two items today, March 16: First, More women in the United States are
becoming breadwinners in their families ;

Gone are the days when “good old dad” was the chief and only provider of the
American family.

And then immediately goes on to say :

Of the 44 million husband-wife families counted in the last census, wives
brought home the main income in over three million families. or more than seven
percent of the total. In the previous census this figure was only about 414 percent.

The commentary on the proceeding by Assistant Secretary Henry
Turner runs 39 seconds and begins in 3 seconds:

A growing number of American wives are the chief bread winners of their
families. The Census Bureau just issued a report on this subject * * *,

Many of the ladies explained they are trying to win the battle of the family
budget. Winning the battle of the budget is also one of the problems that Presi-
dent Nixon faces but on a decidedly bigger scale. In his message on the 1974
budget President Nixon warns if Government spending is not restricted. there
will be a 15 percent increase in income taxes. That is really a slice of the bread
winner’s loaf.

Do you recall that ?
Secretary DENT. I do not recall it ; no, sir.
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Chairman ProxyIre. What do you think of that as I read it to you?
Do you not think that represents a conspicuous political plug? Talk
about political plugola, that is it, tied right into an announcement and
the timing of it, of course, is one question and the content and par-
tisanship of it is something else.

Secretary DeNT. The restriction requires a 1-hour separation between
release of statistics and any commentary on them. If it came after the
original release it is in keeping with that.

Coming to work this morning I heard Senator Hubert Humphrey
commenting on the President’s remarks last night on the budget and
he said he was too liberal—that Mr. Humphrey was for even less ex:
penditures than the President had expected—so maybe from a political
standpoint that was not strong enough.

Chairman ProxMire. Well, it is a matter of using

Secretary DENT. Mr. Turner is here, if you would like a comment.

Chairman ProxMire. May I say that that is a little different. I com-
mented also on the program last night. I thought it was good and I ap-
plauded it. But that was a little different than using public facilities
paid for by the taxpayer to push the President and the President’s pro-
gram, the President’s viewpoint.

Mr. TurNER. Mr, Chairman, those comments were recorded for what
is called a Spotmaster Service. It is not an uncommon thing and I
think maybe the chairman is a familiar with it. Tt was done in conjunc-
tion with a speech that was given that day and there were no statistics
given in that comment that related to a timing violation as the Sec-
retary has already commented to you.

I think if you will check the record you will find that is correct.

Representative CoxaBre. In other words, the statistics were not
being released at that point. Thev had been released earlier and this
did not relate to anv timing issue, then.

Mr. Turner. There was no timing issue involved in this at all.
It was excerpted from a speech that was given later that day by an-
other Assistant Secretarv in the Commerce Department.

Chairman Proxmire. Well, T think I am getting a clearer picture,
then, from what yon tell us but I have other transcripts here, too, that
are releasing data, statistical data, and they are immediately followed
by obviously partisan political commentary using the same public
facilities paid for by the taxpayers.

Secretary DExT. Mr. Chairman. the statistics are not released ini-
tially by radio. The statistics are released in a written press release.
We have a newsroom available for those reporters who wish to come
down and get it. The comments which come on the radio are not part
of the original release of information to the public.

Chairman Proxyire. Well, what I am concerned about, and I
agree—what gets me is T agree with President Nixon’s desire to hold
down spending. I think that he is right and I have said that many,
many times and I have also indicated that I think we should have an
even lower ceiling, in fact, much lower than Hubert Humphrey wants.

But at any rate, the end of this public facilities broadcast is as
follows:

President Nixon is now warning all of us that we may be paying 15 percent
more in Federal taxes unless the Nation adopts his present budget and holds the
line on spending.
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Now, I just wonder if it is a proper thing for the Department of
Commerce to do in this connection. President Nixon’s 1974 budget
trims overlapping Federal activity in an effort to hold down taxes.
The President has warned :

If we do not restrain spending and if my recommended cuts are reversed, it
would take a 15-percent increase in income taxes to pay for the additional
expenditures.

What I am saying, I think, is by having the Department of Com-
merce’s statistical arm giving in the first place statistical information
of great value to all of us and then ending up with a political plug for
an elected figure, it seems to me that demeans it and it takes advantage
of public facilities to advance the political interests of the President
and his associates.

Secretary DenT. Mr. Chairman, I think that we should differentiate
very carefully here in the use of the Public Affairs Office in promulgat-
ing information and its total divorce from the statistical release sys-
tem. The statistical release system is set by precedent in an OMB
circular letter and these releases to which you refer are not the original
releases of information. As I have mentioned, they all come in a
written press release.

Chairman Proxmige. I understand that.

Representative ConaBLE. Mr. Secretary, I am sure you will take a
look at this stuff and be sure that any release going out of the Depart-
ment is appropriate to a Government agency.

Chairman ProxMire. Let me interrupt just once more. I agree with
that. The point is that the public information services are also being
used, it seems on the basis of investigation, as conspicuous examples
for partisan purposes, which is against the law.

Secretary Dent. Mr. Chairman, the state of our economy is not
partisan. The man to whom you refer can no longer run for office.
Whether we run a deficit in our domestic budget is of serious concern
to our Department. The fact that we have had a deficit in years gone
by, as you fully appreciate, and as we have called to the public’s
attention, is one of the major causes of our great inflationary problem.

Chairman ProxMire. I would like to see just one of these releases
saying both President Nixon and the Democratic Congress agree we
should hold down spending. We are working together on it and we hope
you support both of us, both Democrats and Republicans. We agree on
this. The only difference is on the priorities. The President thinks we
should emphasize defense spending more and he may well be right
and some of the rest of us think we should emphasize other kinds of
spending more, but to say President Nixon believes we should hold
all spending down, there are very clear implications that the big bad
Democratic Congress is going to impose a 15-percent increase in your
taxes.

In the first place, that is a phony, completely wrong. In the second
place, even if it were right it would take advantage of public facilities
and using millions of dollars of the taxpayers’ money to advance the
interests of the President’s political position.

Secretary DenT. We will certainly review these carefully..

Chairman Proxmige. I hope you do. You see, if a little radio station
out in the country gets this—it is one thing for the big radio networks.
They can undoubtedly separate it.
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Secretary DenT. They do.

Chairman Proxmire. But the radio stations out in the country are
much more likely to run it together. That is the way they normally
would operate. And if they are going to provide information to the
public they are not in a very good position to decide, well we will cut off
the remainder of this message or give the whole thing.

Secretary DENT. Any use of this information, incidentally, is totally
voluntary. The station calls in and has an opportunity to use it and it
can be screened out at word one if they wish.

Chairman Proxumire. We hope that this information, the first part
of this information is used very widely. We want to encourage it. And
it is a great service on the part of radio stations to do that and they
are always anxious to do services for many reasons but if this is tied
in—sure, it is voluntary, but after all, it 1s put in a very clever way
so that in many cases they will use it unthinkingly. I am sure that a
very strong critic of the President would be unlikely to use it but most
people—most radio stations try to be as fair as they can—use what
comes along without developing any kind of emotional fix one way or
the other.

Representative ConasrLe. Mr. Chairman, there are two issues here.
One 1s, of course, there is an issuance of statistics here and an edi-
torial comment from a public official following that. I think the Secre-
tary has answered that.

The second issue, of course, is if it is appropriate for this kind of
commentary to be put out as an official Department release as part of
the information service and that is something, as I understand it, the
Secretary said he will review and be sure it is fair.

Chairman Proxmire. When you review that, will you do this, be-
cause I have faith in your integrity and I know you will do your best
on it, but we are all busy people and you are very busy. Would you
make a point when you review your remarks to let us know whether
you are going to continue the program, whether you are going to sep-
arate it, whether you are going to change it, so that we have some satis-
faction ? There is a tendency when all of us say review, and I am not
trying to be critical of you, when all of us say review, well, that is it,
and then we go on to something else and everybody will forget it.

We would Iike to know what has happened on this and I would ap-
preciate it very much if you would, either when you correct your re-
marks or within the next week, write me as chairman of this subcom-
mittee and tell me what your decision has been. Will you do that?

Secretary DExT. Mr. Chairman, let me make——

Chairman Proxumire. Will you do that, Mr. Secretary?

Secretary DenT [continuing]. One thing clear in the record. First
of all, all of these are legal. They have been scrutinized by the General
Counsel of the Department.

Second, let me assure you that if we tell the chairman of this sub-
committee, that we will review it, you can be sure we will review it.
We will not take it lightly.

Chairman Proxmire. Well, review it and let me know and also give
me the opinion of your counsel in writing so that we have the basis for
his judgment that this is legal because there is apparently a difference
of opinion here. The staff tells me the transcribed reports from your
Department are not legal.
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Representative Coxasre. Mr. Chairman, if we are going to do this,
let us make it fairly specific.

Chairman Proxmmre. We will be happy to provide you with this
particular transcript.

Secretary DEnT. Mr. Chairman, is the staff qualified as far as law-
yers are concerned ?

Representative ConasrLe. Sure. Well, he is asking you to do it.

Secretary DeNT. Yes, we certainly will.

Representative ConaBre. There are some specific issues we would
like you to review relating to your Department’s policy on it.

Secretary DexT. Be glad to.

[The following information was subsequently supplied for the

record :]
DEPARTMENT OF COMMERCE,
Washington, D.C., June 22, 1973.
Hon. WILLIAM PROXMIRE,
Chairman, Subcommittee on Priorities and Economy in Government, Joint Eco-
nomio Committee, U.S. Senate, Washington, D.C.

DEeAR MR. CHAIRMAN : When Secretary Dent appeared before your committee
last week on the subject of statistical programs, you requested that a review be
made of the Department’s broadcast services. More specifically, you asked to be
informed as to whether we were going to continue the program in its present form,
or make changes to it.

Last December, our Office of Organization and Management Systems com-
pleted an extensive review of the activities of the Department’s Office of Public
Affairs, which has responsibility for the broadcast services. The objective of this
study was to suggest ways to strengthen and improve our public affairs activities
to better serve both the public interest and internal Departmental management.

As a result of this study, we are in the process of making several changes in
our public affairs activities. For example, we will now conduct annual reviews
of the performance of each of the Department’s public information offices; our
information mailing and distribution system is being modernized ; and a manual
of standardized public affairs policies, procedures and services is being developed.
The study also recommended that the “spot-master” service, to which you
referred, be technically improved, more effectively planned, and regularly eval-
uated. We are now in the process of determining how best to implement these
recommendations.

You also alluded to transcripts in the Subcommittee’s possession of certain spot
news releases via the Department’s Broadcast News Service, in particular those of
March 16, 22 and 23, 1973, and requested an opinion concerning the legality of
editorial commentary therein. An opinion of our Acting General Council con-
cerning the commentary in question is enclosed.

Thank you for this opportunity to supplement the hearing record.

Very truly yours,
HENRY B. TURNER,
Assistant Secretary for Administration.

Enclosure.

DEPARTMENT OF C'OMMERCE,
Washington, D.C., June 22, 1973.

MEMORANDUM OF LAW

In the course of Secretary Dent’s testimony concerning Federal statistical
services before the Joint Economic Committee’s Subcommittee on Priorities and
Economy in the Government on June 14, 1973, Chairman Proxmire alluded to the
texts of certain spot news announcements released via the Department of Com-
merce’s Broadcast News Service.

The Chairman read into the Record a release, dated March 16, 1973. covering
newly developed economic statistics about working wives and a related com-
mentary on the data. Chairman Proxmire also referred to two other Broad-
cast News Service announcements (March 22 and 23) which furnished other
statistical information and concluded, respectively, with commentary quoted
by the Chairman in the Record.
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Subsequently, Chairman Proxmire, after further discussion with Secretary
Dent on the subject, asked for the opinion of Department counsel concerning
legality of the cited commentaries.

1 have carefully reviewed the laws which may have applicability, as well as
relevant opinions and other materials in which they have been considered. The
statutes are 18 U.S.C. 1913 ; section 608(a) of Public Law 92-351 (the 1973 fiscal
year Appropriation Act for Treasury, U.S. Postal Service and other agencies) ;
and section 701 of Public Law 92-544 (the State, Justice and Commerce Appro-
priation Act for fiscal 1973).

I do not find the statements contained in the cited Broadcast News Service
announcements to be contrary to the requirements of those statutes.

18 U.S.C. 1913 prohibits, in essence, appropriated moneys from being used
directly or indirectly by a Federal official in a manner intended or designed
to influence a member of Congress to favor or oppose any particular legislation
or an appropriation, except through proper official channels. The jurisdictional
elements of intent to influence a member of Congress with respect to a given bill
are absent, and therefore, I see no basis for any contention that these Broadcast
News Service announcements violated that law.

Section 608(a) of Public Law 92-351 is slightly broader in scope than 18
U.S.C. 1913, It states that no appropriated moneys ‘“‘shall be used for publicity
or propaganda purposes designed to support or defeat legislation pending before
Congress.” To contravene this mandate, a particular activity must not only be for
publicity or propaganda purposes, but designed to support or defeat pending legis-
lation. To have any substantive and practical meaning, the term “legislation”
must be construed as referring to specific pieces of legislation or parts hereof under
consideration by Congress. None of the commentaries cited above refers to specific
legislative items. References in these commentaries to the President’s 1974 budget
adoption of his budget, the need for restricting Government spending, and recom-
mended cuts in spending are statements so general in nature that they cannot fair-
1y be construed as efforts to sway the Congress with respect to pending legislation.
As Secretary Dent noted, each was a statement of concern about the deficits in
our domestic budget and the national economy, and a matter within the Depart-
ment’s province to comment upon for public information. I find no violation of
section 608(a).

Finally, I do not believe that the commentaries in question involved use of
appropriated funds “for publicity or propaganda purposes not authorized by the
Congress,” contrary to section 701 of Public Law 92-544. Unquestionably, publi-
city and propaganda are difficult terms to define. However, the Comptroller
General has held that this prohibitory language (as it appeared in an antecedent
statute) was intended to prevent publicity of a nature tending to emphasize
the importance of the agency or activity in question (31 Comp. Gen. 311 (1952)).
This clearly was neither the intent nor the effect of the commentaries in question.

KARL E. BAKKE,
Acting General Counsel.

Chairman Proxmire. As far as the qualifications of our staff are
concerned, we do have lawyers on our staff, although they are pri-
marily economists, but there are many instances where it does not take
a lawyer. Another person may make a judgment as good or better
than a lawyer. When you are violating a particular law, when you
have such a clear prima facie case, there is no question about it.

Mr. Secretary, I want to thank you very much. It is unfortunate
that we did have a little difficulty this morning but you were very
helpful to us and we want to thank you and the distinguished gentle-
man who are with you for your testimony. .

Secretary Dext. Thank you, Mr. Chairman. ‘

Chairman Proxumire. The subcommittee will stand adjourned.

[Whereupon, at 12 noon, the subcommittee adjourned, subject to the
call of the Chair.]
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